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Requirements  for  the  Degree  of  Doctor  of  Education 

AN  ANALYSIS  OF  THE  EFFECTS  OF  LOCAL  DISCRETIONARY  LEVIES  ON  THE 
FISCAL  EQUITY  OF  A  STATE  FOUNDATION  FINANCE  SYSTEM 

By 

Dawn  F.  Wilson 
August  2001  i 

Chair:  David  S.  Honeyman 

Major  Department:  Educational  Leadership,  Policy  and  Foundations 

The  purpose  of  this  quantitative  study  was  to  analyze  the  effects  of  local 
discretionar}'  levies  on  the  fiscal  equity  of  a  state  foundation  finance  system.  The 
research  included  an  analysis  of  the  equity  of  the  1996-97  Florida  Education  Finance 
Program  (FEFP)  as  discretionary  levies  were  applied.  The  FEFP  included  revenue  from 
an  equalized  foundation  component  and  three  nonvoted  discretionary  levies,  i.e.,  capital 
outlay/maintenance,  discretionary  cun-ent  operating,  and  supplemental  discretionary.  Not 
all  levies  were  equalized  by  the  state. 

The  effects  of  the  discretionary  levies  on  the  equity  of  the  FEFP  were  measured 
using  the  statistical  constructs  of  resource  accessibility,  wealth  neutrality,  and  tax  yield. 
The  results  of  the  study  indicated  that  additional  revenues  from  the  discretionary  levies 
had  slight  disequalizing  effects  as  indicated  by  resource  accessibility  measures.  The 
disequalizing  effect  was  the  greatest  when  the  capital  outlay/maintenance  revenue  was 
applied.  Calculations  of  the  coefficient  of  variation  indicated  that  although  the  effect  on 
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resource  accessibility  was  nominal,  the  increase  in  standardized  variability  was  most 
evident  when  the  capital  outlay/maintenance  revenues  were  introduced. 

Additional  revenues  from  the  discretionary  levies  had  slight  disequalizing  effects 
on  equity  as  indicated  by  the  correlation  coefficient  and  coefficient  of  determination. 
Wealth  neutrality  and  equit>'  decreased  as  the  three  discretionary  levies  were  added  to  the 
base  revenue.  However,  calculations  of  the  regression  coefficient,  McCloone  index,  and 
Gini  coefficient  indicated  that  additional  revenues  from  the  discretionary  levies  had  little 
effect  on  equity  and  wealth  neutrality. 

Taxpayer  equity  calculations  indicated  minimal  disequalizing  effects  when  the 
strength  and  magnitude  of  the  relationship  between  the  tax  rate  and  the  per  pupil 
revenues  were  measured  after  the  discretionary  millage  was  applied.  The  positive 
correlation  coefficient  indicated  that  increasing  tax  rates  were  associated  with  increasing 
per-pupil  revenues.  The  regression  coefficient  was  consistently  minimal,  indicating  little 
effect  on  the  equivalence  of  tax  yield. 

In  summary,  a  trend  toward  disequalization  emerged  as  the  three  discretionary 
levies  were  applied  individually  and  in  combination.  The  application  of  the  capital 
outlay/maintenance  levy  had  the  greatest  disequalizing  effect.  If  the  trend  were  to 
continue,  further  use  of  discretionary  levies  would  have  an  even  greater  effect  on  the 
equity  of  the  FEFP. 
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CHAPTER  1 
INTRODUCTION 

Fiscal  equity  in  financing  public  education  has  been  a  substantive  issue  with  a 
long  history  in  the  school  finance  literature.'  Fair  treatment  of  all  students,  including 
equivalent  educational  support  regardless  of  individual  needs,  was  fundamental  to  the 
concept  of  fiscal  equity." 

The  Tenth  Amendment  to  the  Constitution  of  the  United  States  made  provision 
for  the  operation  of  public  schools  by  the  states.^  Each  state  constitution  sets  forth  the 
responsibility  for  the  education  of  its  citizenry.  State  legislatures  were  required  by  their 
respective  state  constitutions  to  create  and  maintain  "thorough,"  "efficient,"  "effective," 
"adequate,"  or  "equal"  educational  systems.  State  constitutional  language  related  to 
educational  finance  was  consistent  with  the  general  belief  that  all  children  had  a  right  to  a 
basic  level  of  opportunity  and  often  times  quality  in  their  education." 

Both  students  and  taxpayers  were  considered  in  the  discussion  of  fiscal  equity. 
Student  equity  referred  to  the  basic  fairness  in  the  distribution  of  available  educational 
resources.  According  to  Garms  et  al.,  the  goal  of  "equity"  in  school  finance  systems 
should  be  expressed  as  "equality  of  educational  opportunity."  In  practice,  this  concept 
has  been  limited  to  mean  assuring  equal  dollars  per  student  or  enough  dollars  to  provide 
comparable  programs  for  students  with  differing  needs. ^ 

The  three  basic  equity  principles  included  horizontal  equity,  vertical  equity,  and 
fiscal  neutrality.  The  principle  of  horizontal  equity  meant  that  students  who  were  alike 
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should  receive  equal  shares.  In  a  horizontally  equitable  condition,  equal  resources  were 
available  to  students  with  equal  needs.'  The  principle  of  vertical  equity  meant  that 
students  with  legitimate  differences  were  entitled  to  appropriately  unequal  treatment  in 
the  distribution  of  shares.  In  a  vertically  equitable  condition,  varying  levels  of  resources 
were  necessary  to  meet  the  differing  needs  of  students.''  The  principle  of  wealth 
neutrality,  also  known  as  fiscal  neutrality  or  equality  of  opportunity,  required  that  the 
quality  of  the  education  a  student  received  should  not  be  a  function  of  the  wealth  of  the 
local  school  district.  In  a  wealth  neutral  condition,  the  level  of  fiscal  support  that 
students  received  was  not  linked  to  the  wealth  of  the  local  community  in  which  they  were 
educated.^ 

Taxpayer  equity  meant  that  a  basic  fairness  existed  among  the  taxpayers  of  a  state 
in  their  support  for  education.  In  a  taxpayer  equitable  condition,  equal  resources  per- 
student  were  the  result  of  equal  tax  effort  among  taxpayers.^ 

Adequacy,  excellence,  and  efficiency  were  constructs  linked  with  school 
funding.'"  Adequacy  was  a  measure  of  the  level  of  student  funding  that  emphasizes  the 
level  of  support  throughout  the  distribution."  Whereas  equity  stressed  distribution 
fairness,  adequacy  emphasized  the  acceptable  level  of  support  throughout  the 
distribution.  Excellence  meant  achieving  a  high  degree  of  educational  quality.  In  the 
realm  of  school  finance,  excellence  translated  to  a  level  of  fiscal  support  sufficient  to 
fund  such  quality.'^  Efficiency  as  a  finance  construct  meant  maximizing  educational 
output  given  minimum  resources.'-'  Adequacy,  excellence,  and  efficiency  were  all  linked 
to  the  concept  of  equit}'.  However,  the  focus  of  this  study  was  equity. 

Educational  researchers  and  theorists  have  developed  and  evaluated  methods  that 
promoted  equity  of  public  educational  funding.  A  variety  of  school  finance  programs 
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have  been  developed  by  the  states  to  distribute  revenues  for  the  development  and 
maintenance  of  the  public  educational  system.  However,  a  comprehensive  and  equitable 
state  school  finance  program  required  four  fundamental  components:  (1)  the  fiscal 
capacity  of  local  school  districts  to  provide  for  education,  (2)  adequacy  of  revenues  for  a 
student's  education  regardless  of  the  efforts  of  local  school  districts,  (3)  the  educational 
needs  of  the  child,  and  (4)  the  provision  for  additional  revenues  to  local  school  districts 
that  are  unable  to  provide  programs  and  services  of  comparable  quality  due  to  higher 
costs.'" 

Statement  of  Problem 
Educational  foundation  funding  plans  were  designed  to  sustain  equity.  These 
distribution  systems  were  planned  to  achieve  equality  of  educational  opportunity  for  each 
child  and  guarantee  each  student  a  certain  foundational  level  of  funding.  The  intent  of 
the  minimum  foundation  approach  was  to  ensure  that  each  district  had  a  minimum  level 
of  funds,  regardless  of  the  district's  wealth  or  fiscal  capacity.  This  approach  could  also 
restrict  the  overall  level  of  funds  that  districts  raised  beyond  the  minimum  in  local  effort. 
The  state  determined  the  minimum  level  of  funds  from  state  and  local  revenues  and 
within  the  state's  general  tax  structure,  the  maximum  level  of  funds  available.  Funding 
beyond  the  required  minimum  was  generated  primarily  from  local  revenue.  Each  district 
had  the  discretion  to  raise  local  revenues  to  reach  the  state  determined  maximum  funding 
level.'' 

In  theory,  the  minimum  foundation  system  was  designed  to  assure  a  minimally 
acceptable  level  of  education  to  every  student.  However,  in  practice,  equity  problems 
could  emerge  when  districts  levied  discretionary  dollars  which  may  not  be  equalized  by 


4 

the  state  to  supplement  a  minimum  foundation  program.  When  unequalized  local 
discretional^  taxes  were  assessed,  the  equity  of  the  foundation  system  could  be 
compromised.  The  introduction  of  unaided  discretionary  millage  to  a  foundation  funding 
plan  exacerbated  inequality."' 

Thompson,  Wood,  and  Honeyman  characterized  three  problems  that  compromise 
equity  when  unequalized  discretionary  levies  were  permitted:  (1)  equalization  of  funds 
derived  from  millage  rates  above  the  minimum  foundation  level  was  not  provided  for  in 
the  basic  foundation  program,  (2)  districts  generated  less  revenue  and  have  less  to  spend 
if  the  discretionary  millage  is  not  applied,  and  (3)  poor  districts  generated  less  revenue 
and  have  less  to  spend  because  the  levies  are  not  equalized.'^  >, v  ■ 

The  Florida  Education  Finance  Program  (FEFP)  was  a  minimum  foundation 
program  created  by  the  state  legislature  in  1973.  The  purpose  of  the  FEFP  was  to 
guarantee  programs  and  services  appropriate  to  Florida's  public  school  students'  needs 
regardless  of  geographic  differences  and  local  economic  factors.'* 

With  the  implementation  of  the  FEFP.  the  Florida  Legislature  significantly 
changed  the  method  for  funding  its  public  schools  by  basing  financial  support  on  the 
individual  student  participating  in  a  particular  program,  rather  than  on  the  number  of 
teachers  or  classrooms.'^  An  examination  of  this  system  on  the  basis  of  its  methodology 
for  general  education  and  expenditures  indicated  the  funding  system  appeared  to 
accomplish  its  intent  of  equalizing  educational  funding.-"  However,  when  supplementary 
discretionary  effort  expenditures  and  disparity  in  wealth  were  considered,  the  potential 
for  inequity  existed. 

The  Florida  Constitution  gave  the  authority  to  each  school  district  to  tax  property 
to  support  education.-'  Local  revenue  for  the  support  of  Florida's  public  schools  was 
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derived  almost  entirely  from  property  taxes.  Local  nonproperty  taxes  levied  by  school 
boards  did  not  exist.  Each  of  the  67  school  districts  in  Florida  was  a  count>'wide  district. 
Each  school  board  was  required  to  levy  the  millage  set  forth  by  the  legislature  for  its 
required  local  effort  (RLE).  The  required  local  effort  set  by  the  legislature  for  the 
1996-97  year  was  $3,521,214,060."  Each  district's  share  of  the  state  total  of  the  required 
local  effort  was  determined  by  a  statutory  procedure  initiated  by  certification  of  the 
property  tax  valuations  of  each  district  by  the  Department  of  Revenue.  Certifications 
varied  because  of  assessment  ratios  designed  to  equalize  the  effect  of  differing  levels  of 
property  appraisal  on  the  FEFP.  These  rates  were  also  adjusted  because  the  required 
local  effort  could  not  exceed  90%  of  a  district's  total  FEFP  entitlement.^^ 

Seven  types  of  school  taxes  were  levied  to  support  Florida's  public  schools. 
These  included  one  required  levy,  the  required  local  effort,  and  six  optional  levies.  In 
addition  to  the  required  local  effort  fixed  by  the  state,  local  school  boards  could  set  six 
types  of  discretionary  levies.  The  six  levies  included  (1)  discretionary  current  operating, 
(2)  operating/capital  outlay,  (3)  capital  outlay/improvements/maintenance,  (4)  debt 
service,  (5)  supplemental  discretionary,  and  (6)  sales  surtax/capital  outlay.^''  Approval  of 
the  local  school  board  was  required  for  the  six  optional  levies.  However,  approval  of  the 
electorate  was  required  for  only  three  of  the  optional  levies:  (1)  operating/capital  outlay, 
(2)  debt  service,  and  (3)  sales  surtax/capital  outlay.  Districts  were  prohibited  by  the 
Florida  Constitution  from  exceeding  the  rate  of  1 0  mills  a  year  on  the  nonvoted  levies; 
i.e.,  required  local  effort,  discretionary  current  operating,  supplemental  discretionary,  and 
capital  outlay/improvements/maintenance."^  In  addition,  only  two  of  the  school  levies, 
the  required  local  effort  and  the  supplemental  discretionary  levy,  were  equalized  by  the 
state. 


The  discretionary  levies  may  have  a  disequalizing  effect  on  the  equity  of  the  state 
educational  finance  distribution  system.  The  effect  of  the  discretionary  local  levies  on 
the  equity  of  the  educational  funding  system  warranted  continued  scrutiny. 

Purpose  of  the  Study 
The  purpose  of  this  research  was  to  examine  the  effects  of  additional  revenues 
generated  by  discretionary  and  unequalized  levies  in  a  minimum  foundation  program  to 
determine  if  the  current  funding  system  provided  equalization  in  educational  funding  as 
originally  intended. 

,  ••  ,  .  -       Research  Question 

The  research  question  addressed  in  this  study  was  "How  does  the  additional 
revenue  generated  by  discretionary  and  unequalized  levies  affect  equity  in  a  foundation 
educational  funding  distribution  system?" 

Significance  of  Study 

This  study  was  intended  to  examine  the  public  school  system  of  Florida,  with  a 
particular  focus  on  the  funding  methodology  and  to  contribute  to  the  research  on  fiscal 
equity  in  an  educational  foundation  finance  program.  The  study  was  also  meant  to 
provide  an  understanding  of  the  predicament  that  occurs  when  district  discretionary 
levies  conflicted  with  overall  state  fiscal  fairness. 

The  foundation  system  of  the  state  of  Florida  was  selected  for  this  study  because 
of  its  considerable  public  school  enrollment,  the  economic  diversity  among  hs  67 
districts,  the  wide  range  of  needs  in  its  student  population,  and  the  state's  attempt  to 
create  a  highly  equitable  formula  for  the  funding  system.  The  foundation  method  was  the 
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most  prevalent  educational  finance  scheme.  Florida  was  one  of  40  states  to  implement  a 
foundation  program.-*  Although  earlier  studies  of  Florida^  s  educational  finance  plan 
found  the  system  to  be  relatively  equitable,  continued  examination  of  the  effects  of  local 
discretionary  levies  on  fiscal  equity  could  be  instructive.  Florida's  foundation  funding 
method  was  selected  for  this  study  for  these  reasons. 

Increased  court  attention  to  finance  equity  also  has  significance.  Educational 
finance  has  been  governed  by  case  law  on  the  topic.  The  courts  have  discussed  the  issue 
of  educational  equity  in  detail.  Several  state  educational  finance  systems  have  been 
declared  unconstitutional."  Critical  to  the  examination  of  an  educational  finance  plan 
was  the  system's  adherence  to  legal  standards  for  equalization  of  educational 
opportunities  articulated  by  the  courts.  The  present  study  served  to  measure  the  effects 
of  additional  revenues  from  discretionary  millage  relative  to  established  legal  principles. 

Limitations 

The  focus  of  this  study  was  equity.  The  assessments  of  equity  were  limited  to 
horizontal  per-pupil  equity,  wealth  neutrality,  and  taxpayer  equity.  The  equity  of  the 
distribution  of  resources  among  districts  was  examined;  however,  the  distribution  of 
funds  within  the  districts  was  not.  The  study  did  not  address  vertical  equity,  adequacy, 
excellence,  or  efficiency. 

Delimitations 

Data  from  the  state  of  Florida  for  the  fiscal  year  1996-1997  were  analyzed.  These 
data  were  limited  to  state  and  local  fund  sources.  Federal  fiscal  data  were  not  examined. 
Only  data  from  K-12  public  schools  were  examined.  Private  schools  and  post  secondary 
institutions  were  not  included  in  the  study. 
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Methodology 

The  state  of  Florida's  distribution  system  was  the  focus  of  this  study.  Data  from 
the  1996-1997  Florida  Education  Finance  Program  (FEFP)  were  analyzed.  This  program 
included  a  foundation  basic  support  program  and  was  supplemented  by  a  variety  of 
levies,  of  which  some  were  discretionary.  Not  all  levies  were  equalized  by  the  state.  The 
year  1996-1997  was  selected  because  it  was  the  first  year  after  the  Florida  legislature 
approved  the  supplemental  discretionary  millage. 

Statistical  techniques  derived  from  equity  theor>'  were  applied  to  determine  the 
effect  on  equity.  A  combination  of  the  mean  per-pupil  revenues  and  the  levies  were 
divided  into  four  levels  of  aggregation,  then  analyzed  to  determine  the  equity  of  the 
FEFP  distribution.  Level  one  examined  the  revenues  distributed  through  the  base  FEFP. 
Level  two  examined  the  revenues  distributed  through  the  base  FEFP  and  the  application 
of  the  capital  outlay/maintenance  millage.  Level  tliree  examined  the  revenues  distributed 
through  the  base  FEFP  and  the  application  of  the  discretionary  current  operation  millage. 
Level  four  examined  the  revenues  distributed  through  the  base  FEFP  and  the  application 
of  the  supplemental  discretionary  millage.  The  relative  degree  of  fiscal  inequity  resuUing 
from  various  combinations  of  the  three  discretionary  levies  was  analyzed  in  levels  five, 
six,  and  seven.  Level  eight  examined  the  total  degree  of  fiscal  inequity  when  the 
combination  of  the  capital  outlay/maintenance,  discretionary  current  operation,  and 
supplemental  discretionar>'  millages  was  applied  and  compared  with  the  base  FEFP. 
Finally,  all  measures  of  resource  accessibility,  wealth  neutrality,  and  tax  yield  were 
applied  to  each  combination. 

Equity  was  measured  according  to  the  standards  of  resource  accessibility,  wealth 
neutrality,  and  tax  yield.  Univariate  measurements  utilized  to  measure  resource 


accessibility  included  the  mean,  range,  restricted  range,  federal  range  ratio,  variance, 
standard  deviation,  and  coefficient  of  variation.  Multivariate  regression  and  econometric 
measurements  utilized  to  measure  wealth  neutrality  included  the  correlation  coefficient, 
coefficient  of  determination,  regression  coefficient,  Gini  coefficient,  and  McCloone 
index.  Multivariate  regression  measurements  utilized  to  measure  tax  yield  included  the 
correlation  coefficient  and  regression  coefficient.  These  measurements  provided 
assessments  of  per-pupil  horizontal  equity,  local  fiscal  capacity,  and  taxpayer  equity. 
Equity  requirements  were  the  focus  of  the  statistical  analyses. 

Design  of  Study 

This  chapter  provided  an  overview  of  the  study  including  an  introduction  to  the 
concept  of  fiscal  equity,  a  statement  of  the  problem,  the  purpose  of  the  study,  the 
research  question,  and  the  significance  of  the  study.  The  limitations  and  delimitations, 
methodology,  and  the  design  of  the  study  were  also  explained  in  this  chapter. 

In  Chapter  2.  a  review  of  the  literature  relevant  to  the  study  was  presented.  This 
review  included  the  history  and  theory  of  finance  equity,  a  discussion  of  equity 
principles,  the  foundation  method  of  fund  distribution,  an  overview  of  the  FEFP,  an 
account  of  taxation  of  school  property  in  Florida  and  past  equity  studies  on  the  FEFP,  and 
a  review  of  finance  equity  litigation.  The  chapter  closed  with  an  update  of  current 
educational  finance  issues. 

Chapter  3  provided  a  detailed  description  of  the  research  methodology.  The 
results  of  the  study  were  described  in  Chapter  4.  Chapter  5  included  a  summary, 
findings,  and  conclusions  of  the  study,  and  implications  for  further  study. 
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CHAPTER  2 
LITERATURE  REVIEW 


Introduction 

This  chapter  is  an  examination  of  the  literature  relevant  to  this  study.  The  chapter 
beings  with  a  discussion  of  the  histor>'  and  theor>'  of  educational  funding  equity.  A 
review  of  equity  principles  and  the  foundation  method  of  fund  distribution  is  followed  by 
an  overview  of  the  FEFP.  School  taxes  levied  in  Florida  are  explained  in  the  next 
section.  Previous  equity  studies  conducted  on  the  FEFP  are  then  reviewed,  followed  by  a 
discussion  of  court  cases  at  both  the  federal  and  state  levels  related  to  the  equitable 
distribution  of  funds  for  public  education.  The  chapter  closes  with  an  update  on  current 
educational  finance  issues. 

History  of  Finance  Equity 

States  did  not  assume  a  major  role  in  financing  schools  until  the  20"'  century, 
despite  the  fact  that  schools  were  their  constitutional  responsibility.  Schools  were 
financed  by  local  property  taxes,  minimal  state  aid,  and  private  contributions.  Any 
equalization  of  opportunities  came  from  within,  not  among,  school  districts.'  Per-pupil 
expenditures  varied  greatly  in  this  scheme,  dependent  on  the  wealth  of  individuals, 
capacity  of  tax  bases,  and  willingness  of  taxpayers  to  fund  schools.  The  adequacy  and 
equity  of  school  programs  were  closely  aligned  with  property  assessments  and  tax  rates.^ 

Such  conditions  were  present  at  the  turn  of  the  century  when  Elwood  P.  Cubberly 
advocated  a  state  role  in  school  finance: 
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[W]hile  it  may  be  possible  to  maintain  schools  entirely  or  almost  entirely 
by  local  taxation,  the  doing  so  involves  very  slight  efforts  on  the  part  of 
some  communities,  and  very  excessive  burdens  for  other  communities... 
[T]hese  excessive  burdens,  borne  in  large  part  for  the  common  good, 
should  be  in  part  equalized  by  the  state.  To  do  this  some  form  of  general 
aid  is  necessary.^ 

In  1906,  the  publication  of  Cubberly's  monograph  marked  the  beginning  of 
scholarly  discussion  about  equity  in  school  finance.  Cubberly  was  the  first  to  advocate 
the  concept  of  state  responsibility  for  assuring  a  minimum  level  of  education.  The 
concept  of  equal  educational  opportunity  was  a  new  idea  at  the  beginning  of  the 
century.^ 

Cubberl^encouraged  state-wide  systems  of  schools  so  that  equitable  funding  was 

developed.  According  to  Cubberly,  the  state  had  the  responsibility  to  equalize 

educational  opportunities  considering  the  available  resources.  Providing  state  financial 

aid  to  districts  not  able  to  produce  revenue  equivalent  to  other  geographic  areas  of  the 

state  was  a  central  tenet  to  Cubberjy's  writing.' 

Theoretically  all  children  of  the  state  are  equally  important  and  are 
entitled  to  have  the  same  advantages;  practically  this  can  never  be  quite 
true.  The  duty  of  the  state  is  to  secure  for  all  as  high  a  minimum  of  good 
instruction  as  is  possible,  but  not  to  reduce  all  to  this  a  minimum;  to 
equalize  the  advantages  to  all  as  nearly  as  can  be  done  with  the  resources 
at  hand;  to  place  a  premium  on  those  local  efforts  which  will  enable 
communities  to  rise  above  the  legal  minimum  as  far  as  possible;  and  to 
encourage  communities  to  extend  their  educational  energies  to  new  and 
desirable  undertakings.* 

Although  Cubberly  believed  local  districts  should  support  education  beyond  the 
minimum  level,  he  also  believed  that  state  funds  were  more  appropriate  than  local  funds 
for  equalization.^  Cubberly's  major  contribution  was  his  conceptualization  of  state 
educational  aid  to  localities.* 
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In  1923.  George  D.  Strayer  and  Robert  M.  Haig  proposed  the  concept  of  a 
minimum,  or  foundational,  level  of  funding  for  each  child  in  the  state.'  This  concept  was 
based  on  the  principle  of  equalization  of  educational  opportunity.  The  three  key 
components  in  this  plan  were:  (1)  establishing  schools  or  other  arrangements  that  were 
sufficient  to  provide  every  child  in  the  state  with  equal  educational  opportunity  up  to 
some  prescribed  minimum,  (2)  state  or  local  taxes  for  education  based  on  ability  to  pay, 
and  (3)  the  direct  administration  of  the  schools  by  a  state  department  of  education.'" 

The  Strayer-Haig  formula  proposed  a  required  local  effort  with  the  state 
providing  the  difference  in  amount  raised  by  that  tax  and  a  specified  floor.  This  plan 
guaranteed  that  any  deficit  between  revenues  generated  by  the  richest  district  and  by 
other  districts  at  the  same  rate  be  made  up  by  the  state.  Essentially,  the  state  granted  each 
district  enough  funds,  in  combination  with  the  required  local  effort,  to  support  a 
minimally  acceptable  "foundation"  level  of  education." 

Strayer  believed  that  the  same  tax  rate  for  local  effort  should  be  applied 
throughout  the  state.  His  concern  was  that  permitting  districts  to  generate  tax  dollars 
beyond  those  resulting  from  the  statewide  local  effort  tax  rate  would  have  disequalizing 
effects.  Strayer's  conception  of  local  effort  differed  from  Cubberly's  in  that  Strayer 
believed  local  districts  should  have  the  discretion  to  tax  at  a  higher  level. 

In  1922,  Harlan  Updegraff  advanced  the  concept  of  equal  opportunity  by 
maintaining  that  state  aid  should  be  offered  to  poorer  districts.  In  addition,  Updegraff 
proposed,  districts  should  be  rewarded  for  effort  by  providing  equal  yield  for  equal  effort. 
According  to  Updegraff,  this  system  would  promote  funding  equity  and  maintainTocal 
control  over  education.'^ 
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In  1923.  Updegraff  and  King  urged  the  adoption  of  a  percentage  equalizing  plan. 
This  plan  provided  the  difference  between  a  fixed  state  and  a  local  contribution  based  on 
property  wealth  in  the  district  relative  to  the  state.  An  equalizing  system  that  rewarded 
tax  effort  offered  local  incentive  to  rise  above  the  state  foundational  level.'" 

In  1923,  Strayer  and  Haig  suggested  that  economic  indicators  could  be  used  as  an 
alternative  to  property  valuations  for  purposes  of  school  fund  equalization.  They 
proposed  that  local  fiscal  capacity  in  New  York  be  determined  by  a  combination  of 
taxable  income  and  one-tenth  of  the  full  value  of  real  estate  divided  by  two.  According 
to  Strayer  and  Haig,  this  combination  was  more  accurate  in  determining  economic 
resources.'" 

Strayer  and  Haig  proposed  a  system  that  had  the  effect  of  capturing  a  portion  of 
the  local  property  tax  for  state  purposes.  The  state  specified  a  dollar  amount  per  student 
to  which  each  school  district  was  entitled.  This  was  the  amount  necessary  to  guarantee  a 
minimally  adequate  education.  Each  district  was  required  by  the  state  to  levy  a  property 
tax  at  a  fixed  rate  called  the  "required  local  effort."  This  required  levy  was,  in  effect,  a 
state  tax.  The  state  provided  the  difference  between  the  amount  raised  by  the  required 
local  effort  and  the  guaranteed  expenditure  level.  According  to  Strayer  and  Haig's  plan, 
the  richest  property  districts  that  raised  more  than  the  guarantee  received  no  state 
equalization  funds.  The  poorest  property  districts  that  raised  very  little  with  the  tax  at  the 
specified  rate  received  substantial  equalization  funds.  The  combination  of  state  money 
and  required  local  effort  enabled  the  legislature  to  establish  a  guaranteed  level  sufficient 
for  a  minimal  education  in  the  foundation  system.  In  essence,  the  state  formed  a 
partnership  with  local  districts.'* 
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Paul  R.  Mort,  a  student  of  Strayers  at  Columbia  University,  extended  the  concept 
of  equalization  of  educational  opportunity.  He  believed  that  a  foundational  level  of 
education  should  be  based  on  educational  need.  Mort  stated, 

The  educational  need  of  a  community  is  regarded  as  the  composite  of  all 
of  those  elements  in  the  community  that  would  affect  the  cost  of  the 
public  educational  offering  demanded  by  a  state  program  for  making  ^ 
available  to  all  children  a  satisfactory  minimum  educational  opportunity." 

This  method  of  satisfying  each  child's  educational  needs  was  referred  to  as  the 
"satisfactory  equalization  program."'^ 

Mort  espoused  specific  elements  for  a  satisfactory  educational  equalization 
program  that,  in  combination,  served  a  measure  of  educational  cost  and  need.  These 
elements  were  (1)  educational  activities  present  throughout  the  state,  (2)  any  unusual 
expenditures  required  to  provide  a  minimum  educational  program,  and  (3)  offering  a 
costlier  program  or  unusual  conditions  requiring  additional  expenditures  to  meet  the 
minimum." 

Ten  years  after  Strayer  and  Haig  proposed  their  economic  indicators,  Paul  J.  Mort 

criticized  this  plan  because  it  defined  theoretical  taxing  capacity  under  an  ideal  system  of 

taxation  instead  of  the  actual  situation.  According  to  Mort,  the  power  to  tax  belonged 

with  state  legislatures,  not  the  local  taxing  unit.-"  Mort  claimed, 

The  true  criterion  of  the  relative  ability  of  local  units  to  pay  for  education 
is  the  ability-to-pay  under  the  taxing  system  established  by  the  state  rather 
than  the  ability-to-pay  under  an  ideal  taxing  system. . . .  Since  we  must 
deal  with  communities  which  have  no  power  over  their  tax  systems  except 
through  state  action,  we  cannot  consider  their  ability  as  it  would  be  under 
=^     an  ideal  tax  system.  To  build  our  system  of  state  aid  on  such  a  foundation 
would  throw  excessive  burdens  upon  actual  taxpayers  in  some 
communities,  simply  because  there  happened  to  be  wealth  in  those 
communities  that  was  not  taxable  under  the  existing  system  of  taxation.^' 
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Mort  created  the  weighted  pupil  concept  and  continued  to  expand  the  concepts  of  per- 
pupil  equity  cost  variations,  student-teacher  ratios,  facility  conditions,  and  sparsity 
factors."  Roe  L.  Johns  and  Edgar  L.  Morphet,  two  of  Paul  Mort's  students,  continued  to 
expand  the  idea  of  state  equalization  programs  from  the  1940s  to  the  1980s.  They 
identified  additional  variables  that  impacted  educational  costs,  including  cost  differences 
associated  with  different  educational  programs  and  the  extra  costs  associated  with 
population  sparsity." 

During  the  1940s,  Henry  C.  Morrison  advocated  statewide  funding  of  public 
schools.  He  believed  that  inequities  were  inherent  in  a  system  of  local  funding. 
Morrison  reasoned  that  education  was  a  state,  not  a  local,  function  and  that  local  fiscal 
capacity  should  not  be  allowed  to  affect  educational  opportunity.  He  believed  that  the 
benefits  and  costs  of  educational  programs  reached  beyond  the  local  level  to  the  state, 
therefore  educational  systems  should  be  state  funded.  Morrison  maintained  that  if 
education  remained  a  local  function,  rich  districts  would  always  acquire  greater  resources 
than  poorer  districts.-''  Morrison  wrote, 

Our  people  still  largely  think  of  public  education  as  a  purely  individual 
and  local  benefit . . .  poor  school  districts  are  looked  upon  as  poor 
relations  at  best,  and  perhaps  not  even  that  relationship  is  acknowledged.-^ 

Morrison  proposed  each  student  be  provided  with  an  equivalent  level  of  funding 
from  revenue  generated  through  state  taxes.  These  taxes  included  statewide  levied 
property  taxes,  state  income  taxes,  state  taxes  on  corporations,  and  income  from  state 
—     school  lands  or  invested  school  funds.-^  ------- ---  -- --^^^        ^  — -  - 

Morrison  believed  in  the  American  ideal  of  federalism  that  gave  the  states  plenary 
power  over  public  education.  Local  school  districts  were  considered  subdivisions  of  the 
states.  According  to  Morrison,  this  belief  legitimized  the  state  bypassing  local  entities 
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for  educational  funding  control  while  maintaining  the  American  governance  system." 
Morrison's  funding  scheme  differed  from  Strayer's  in  that  the  district  was 
circumvented."* 

These  researchers  built  the  conceptual  base  upon  which  fiscal  equalization 
programs  were  developed.  Although  all  fiscal  equalization  formulas  were  designed  to 
allocate  more  state  aid  per  unit  to  school  districts  with  low  fiscal  capacity,  several  types 
of  equalization  programs  existed.  The  focus  of  this  section  was  the  history  of  the 
foundation  program. 

Theory  of  Finance  Equity 

The  research  of  the  scholars  discussed  in  the  previous  section  established  the 
basis  for  the  theory  of  finance  equity.  Equity  had  various  conceptualizations  that  went 
beyond  the  meaning  of  equality.  Common  to  all  was  the  concept  of  fairness. 

This  review  was  an  examination  of  equity  from  the  philosophical,  financial,  and 
research  perspectives.  Equal  amounts  were  not  always  fair  amounts.  Justice  may  not  be 
done  by  giving  all  an  equal  share.  Equity  was  nearly  equivalent  to  justice,  but  equality 
did  not  necessarily  result  in  equity.  Strict  equality  required  that  equals  be  treated  as 
equals,  but  equity,  fairness,  or  justice  required  that  unequals  be  treated  as  unequals.  Fair 
amounts  depended  on  merit,  need,  and  capacity — none  of  which  were  equally 
distributed.^' 

Equity  allows,  or  rather  requires,  discrimination  by  reference  to 
— morally  relevant  differences,  and  forbids  discrimination  in  the 

absence  of  such  difference. . . .  The  rule  is  to  treat  like  cases  alike 
and  unlike  cases  differently.^" 

Aristotle  believed  that  equity  was  a  matter  of  proportionate  distribution  and  not 

confined  to  strict  equality.^'  This  philosophical  perspective  applied  to  school  finance 
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equity  meant  that  it  was  fair  to  discriminate  in  favor  of  the  disadvantaged,  but  unfair  and 
inequitable  to  discriminate  in  favor  of  the  privileged  and  advantaged.  The  concepts  of 
equity  and  equal  educational  opportunity  were  generally  accepted.  However,  the  concept 
of  equity  had  a  unique  perspective  in  public  school  finance.'-  This  theoretical  review  of 
the  equity  was  intended  to  provide  a  conceptual  framework  in  order  to  better  understand 
the  concept  of  equity  in  financing  public  schools. 

During  the  1 8""  Century,  "The  Enlightenment"  movement  advanced  the  belief  that 
human  beings  had  certain  natural  rights.  These  "natural  rights" — equality,  property,  and 
the  pursuit  of  happiness,  together  with  a  democratic  form  of  government  and  a 
humanitarian  social  philosophy — ^were  expressed  in  the  liberties  and  guarantees  set  forth 
in  the  U.  S.  Constitution.  The  pracfical  expression  of  the  natural  rights  of  humanity  was 
a  result  of  a  just  society." 

The  philosopher  John  Rawls  developed  a  theory  of  justice  for  society.  Rawls' 
theory  of  justice  maintained  that  natural  duties  among  moral  persons  required  mutual 
respect  and  treatment.  Therefore,  justice  presumed  equality.  According  to  this  theory, 
no  one  was  entitled  to  preferential  treatment  unless  there  were  compelling  reasons.  Any 
deviation  from  equal  treatment  must  be  judged  impartially.  Only  for  the  least  advantaged 
could  a  deviation  from  equal  treatment  be  justified.^"  ■ 

The  issue  of  inequalities  between  school  districts  and  attempts  to  rectify  them  has 
a  long  history  in  the  American  political  culture.  In  1823,  Thomas  Jefferson  described  his 
own  "Bill  for  the  Greater  Diffusion  of  Knowledge,"  which  he  introduced  to  the  Virginia 
Legislature  in  1777  as  a  failure.  According  to  Jefferson,  the  bill  failed  because  the 
Virginia  Legislature  would  not  tax  at  the  state  level  to  support  the  system  but  instead 
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elected  to  raise  funds  for  public  education  at  the  local  level.  Jefferson  said  such  a  plan 
would  not  work  "because  the  rich  will  not  pay  for  the  education  of  the  poor."^" 
The  contemporary  study  of  school  finance  was  closely  aligned  with  the 
economics  of  education.  According  to  Kern  Alexander,  "Equity  requires  that  additional 
funds  be  expended  if  the  state's  moral  and  legal  obligation  of  an  efficient  system  is  to  be 
met."^''  Regardless  of  the  discipline,  the  equalization  of  educational  opportunity  through 
the  equitable  distribution  of  resources  based  on  educational  need  had  been  a  central 
focus.  Equality  should  exist  for  students  and  taxpayers  in  resource  inputs,  process, 
and/or  results.  Concerns  for  other  issues  in  public  educational  funding  have  been 
secondary  to  the  research  emphasis  on  equity." 

Equity  Principles 

Researchers  in  school  finance  used  three  principles  to  measure  the  equity  of  the 
distribution  of  fiscal  resources  for  education.  These  principles  were  horizontal  equity, 
vertical  equity,  and  fiscal  neutrality.  Equity  principles  were  applied  to  determine 
whether  a  state  school  finance  program  was  equitable.^* 

Horizontal  equity  referred  to  the  equal  treatment  of  equals.  The  principle  meant 
"that  students  who  are  alike  should  receive  equal  shares."  Horizontal  equity  was 
measured  by  the  distribution  of  the  shares.'"  An  example  of  such  shares  would  be 
resource  inputs.  The  elemental  concern  with  horizontal  equity  was  determining  which 
students  were  alike.  Once  these  categories  were  established,  all  students  were  required  to 
receive  the  same  share  of  that  which  was  distributed."" 

Vertical  equity  referred  to  the  unequal  treatment  of  unequals.  The  principle 
meant  that  students  who  were  different  should  be  treated  differently.  The  requirement 
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was  that  they  received  unequal  shares  of  that  which  was  distributed.  Vertical  equity 

required  "both  the  identification  of 'legitimate'  differences  among  children  and  the 

selection  of  the  nature  and  extent  of  the  appropriate  unequal  treatment  must  be  made; 

these  choices  are  based  largely  on  values.'""  These  differences  may  be  a  function  of  the 

child,  the  district,  or  the  program.  Vertical  equity  allowed  for  the  appropriate  unequal 

treatment  of  unequals."*' 

The  third  principle  was  that  of  fiscal  neutrality,  or  equal  opportunity.  Berne  and 

Stiefel  defined  equal  opportunity  as  the  condition  in  which  there  were  no  differences  in 

treatment  according  to  characteristics  that  were  not  considered  legitimate.  This  principle 

was  also  knovm  as  wealth  neutrality.  In  the  study  of  the  equity  of  state  school  finance 

programs  it  meant  that  education  should  not  be  a  function  of  local  wealth.  Experts 

generally  agreed  that  equity  required  fiscal  neutrality.""" 

The  most  common  input  used  in  the  analysis  of  state  school  finance  programs 

were  dollar  measures  either  as  revenues  or  expenditures.'"'  Garms,  Guthrie,  and  Pierce 

linked  equity  with  equality. 

The  goal  of  school  finance  that  is  labeled  equity  is  more  commonly 
expressed  as  equality  of  educational  opportunity.  This  expression 
recognizes  that  it  is  not  possible  to  educate  all  students  to  the  same  level, 
for  they  have  different  preferences  and  innate  abilities.  There  are  many 
possible  definitions  of  equal  educational  opportunity,  but  in  practice  the 
concept  has  been  limited  to  mean  assuring  equal  dollars  per  student  or 
assuring  enough  money  to  provide  comparable  programs  for  students 
when  their  different  needs  and  the  costs  of  providing  them  have  been 
taken  into  account."' 

— A  variety  of  theories  guided  finance  equity,  resulting  in  an  assortment  of  delivery 
models.  Flat  grants  and  foundation  plans  were  the  products  of  the  philosophical 
approach  to  finance  equity  that  advocated  a  floor  of  basic  education  required  for 
productive  membership  in  society  for  all  students.  In  this  approach,  the  duty  of  the  state 
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was  to  provide  this  very  basic  level  of  education.''^  Guaranteed  tax  plans,  power 
equalizing,  and  percentage  equalizing  plans  emerged  from  schemes  based  on  the  view  of 
equal  provision  for  educational  services  delivered.  In  these  plans,  some  favored  identical 
education  for  each  district  while  others  preferred  to  equalize  district  ability  to  raise 
funds/' 

Equity  was  also  sensitive  to  the  general  principles  of  taxpayer  and  student  equity. 
Student  equity  was  a  measure  of  wealth  neutrality  and  fiscal  resource  accessibility. 
Equal  yield  for  equal  effort  was  central  to  taxpayer  equity.  Wealth  neutrality  required 
assurances  that  the  quality  of  educational  service  was  not  a  function  of  the  local  tax  base 
capacity."*^ 

Some  finance  experts  believed  that  equity  was  not  synonymous  with  equality. 
Equity  required  expending  and  distributing  revenues  with  fairness  to  students  and 
schools.  The  weighted  per-pupil  approach  to  school  finance  equity  was  based  on  the 
belief  that  some  students  required  greater  expenditures.  During  the  current  discussions 
on  school  finance,  those  that  emphasized  equity  focused  on  special  support  for  poor,  low- 
achieving,  and  handicapped  students  while  those  that  focused  on  quality  centered  on 
incentives  for  schools  and  districts  demonstrating  improvement  in  student  achievement."' 

Earlier  definitions  of  equity  focused  on  pupil-centered  equalization  of  educational 
opportunity.  More  recent  efforts  to  define  equity  have  focused  on  horizontal  and  vertical 
equity.  The  core  of  horizontal  equity  was  the  "equal  treatment  of  equals"  principle.  That 
required  equal  per-pupil  revenue  among  state  school  districts. Fiscal  neutrality,  or 
"equal  yield  for  equal  effort,"  was  another  principle  defining  fiscal  equity.  Relating  per- 
pupil  wealth  and  revenues  of  local  districts,  fiscal  capacity  variance  was  also  an 
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important  standard  for  measuring  equity.  Fiscal  equity  demanded  that  a  student's  access 
to  educational  revenues  should  not  differ  substantially  among  localities.^' 

Most  equity  research  has  been  based  on  the  analysis  of  input  measures,  most 
notably,  funding.  However,  the  measurement  of  outcomes  such  as  test  scores,  graduate 
employment  rates,  and  percentage  of  college  entrants  was  an  area  of  increasing  interest  to 
researchers  and  the  public.^" 

School  finance  equity  measurement  has  focused  on  input  variables  because  output 
and  process  variables  were  often  difficult  to  utilize.  Process  measures  such  as  school 
time  use,  grouping  practices,  teaching  quality,  and  course  content  have  also  been  part  of 
the  equity  discussion.  However,  a  lack  of  conclusive  evidence  existed  linking 
expenditure  and  educational  outputs."  Determining  quality  of  access  to  education  has 
also  been  a  focus.  Support  for  process  equity  has  been  based  on  the  belief  that  schooling 
quantity  and  quality  affect  educational  outcomes.''' 

This  section  offered  an  overview  of  the  theory  of  fiscal  equity  as  well  as 
fundamental  equity  principles.  The  next  section  will  focus  on  the  foundation  method  of 
fund  distribution.  ;     '  ' 

Foundation  Method  of  Fund  Distribution 

In  a  foundation  program  of  financing  public  education,  the  state  and  the  local 
districts  formed  a  financial  partnership  to  provide  each  child  the  required  minimum 
educational  program.  The  state  formed  a  partnership  with  each  school  district  to  finance 
the  required  program  cost,  but  each  local  district  had  the  discretion  to  fund  additional 
programs.  Local  districts  contributed  to  this  base  level  through  the  required  local  effort 
determined  by  the  state.  The  foundation  plan  was  based  on  each  district's  ability  to  pay 
for  a  minimum  educational  program." 
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Background 

Strayer  and  Haig's  foundation  formula  was  based  on  a  conceptual  model  that 
addressed  four  key  points:  (1)  the  wealthiest  district  was  used  as  the  base  for  determining 
the  minimum  educational  program  to  be  provided  throughout  the  state,  (2)  local  tax 
initiatives  were  encouraged,  (3)  efficiency  was  rewarded,  and  (4)  districts  became 
fiscally  competitive  regardless  of  local  ability  to  pay.^* 

The  foundation  concept  incorporated  the  ideal  that  all  students,  regardless  of  their 
geographic  location,  were  entitled  to  receive  a  minimum  level  of  educational  services. 
This  concept  was  the  origin  of  the  term  "minimum  foundation  program."  An  absolute 
foundation  program  had  a  guaranteed  minimum  per-unit  funding  amount,  a  uniform  local 
tax  effort,  and  the  capability  for  school  districts  to  generate  local  leeway  funds." 

In  the  foundation  plan,  the  guaranteed  level  of  funding  corresponded  to  the  states' 
minimum  educational  standards  or  a  plan  that  included  '"all  the  activities  the  state  wishes 
to  assure  the  communities  of  least  ability  to  support  schools."^*  In  actuality,  this 
guaranteed  level  of  funding  was  a  function  of  politics  governed  more  by  available 
revenue  than  by  a  rational  determination  of  educational  needs  and  costs.^' 

The  researchers  who  developed  the  foundation  program  believed  it  necessary  to 
allow  the  generation  of  local  leeway  funds.  Their  belief  was  that  local  discretionary 
millage  fostered  local  control  and  encouraged  innovation  of  educational  programs.^ 
Mort  identified  such  communities  as  "lighthouse  districts"  that  would  encourage  other 
local  communities  to  follow  their  leadership.  However,  the  lighthouse  concept  failed 
because  of  the  problems  associated  with  extreme  variances  in  the  fiscal  capacities  of 
local  school  districts.*' 


The  revenue  generated  by  optional  local  levies  added  to  the  base  foundation  level 
and  satisfied  liberty  goals.  The  foundation  level  of  funding  satisfied  the  goals  of 
equalization.  Advocates  contended  that  local  levies  encouraged  innovation  and 
efficiency  without  jeopardizing  the  state-defined  levels  of  adequacy.^' 

As  proposed  by  Strayer  and  Haig,  required  local  effort  was  set  so  that  the 
foundation  level  was  met  by  local  money  in  the  wealthiest  district.  The  state  then 
leveraged  property  taxes  to  create  the  fiinding  base.  However,  state  legislatures  have 
been  reluctant  to  restrict  any  district  state  aid.  In  practice,  the  state  implementation  of 
this  plan  had  disequalizing  effects  because  (1)  the  required  local  effort  was  reduced  if  the 
foundation  guarantee  was  maintained  at  a  high  level,  (2)  wealthy  districts  in  states  with  a 
combination  foundation/flat  grant  plan  received  substantial  state  funding,  and  (3)  local 
effort  specified  in  regulations  was  not  required  in  19  states  causing  spending  disparities 
within  the  foundation  amount.^^ 

The  level  of  fiscal  equalization  in  a  foundation  program  was  affected  by  the 
percentage  of  state  funds  provided  for  the  entire  stale  and  the  extent  of  the  local  required 
effort.  The  level  of  fiscal  equalization  tended  to  be  directly  proportional  to  the 
percentage  of  total  state  and  local  revenue.  When  the  state  share  of  total  state  and  local 
revenue  was  high,  the  level  of  fiscal  equalization  was  also  relatively  high.  Conversely, 
low  state  and  local  revenue  totals  translated  to  a  low  level  of  fiscal  equalization.^'' 

The  required  local  effort  also  affected  the  fiscal  equalization  of  the  foundation 
program.  When  the  required  local  effort  was  set  high  relative  to  total  local  effort,  the 
revenue  from  local  discretionary  millage  was  restricted,  which  reduced  the  variance  in 
per-pupil  revenue  among  school  districts.*^ 
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Minimum  foundation  plans  held  political  appeal  because  they  assured  a  minimum 
amount  while  allowing  local  control.  These  schemes  assured  a  reasonable  educational 
program  in  all  districts  despite  economic  circumstances.  Competition  was  built  into  the 
formula  allowing  districts  to  exceed  minimums  and  reduce  the  local  tax  effort.^'' 

Basic  Formula  for  Foundation  Plan 

The  basic  formula  for  the  foundation  plan  was  the  cost  of  a  minimum  program 
minus  the  legislatively  determined  local  share  equaled  the  state's  share.  The 
mathematical  foundation  formula  was 

S,  =  (P,  X  F,„J  -  (Val,  X  r„,„) 
where  S,  was  the  state  aid  to  the  ,  district,  P,  was  the  sum  of  the  number  of  students  in  the 
state  calculation  for  the  ,  district,  F„„„  was  the  foundation  dollar-per-pupil  expenditure  set 
by  the  state,  Val,  was  the  assessed  valuation  for  the  ,  district,  and  r„„,,,  was  the  tax  rate  set 
by  the  local  district. 

Foundation  plans  are  currently  the  preferred  method  by  a  majority  of  the  states  for 
financing  public  education.^*  Forty  states  currently  employ  some  form  of  foundation 
program  to  support  public  education.^'  Most  of  these  states  permitted  districts  to  apply  a 
locally  determined  millage  rate  to  generate  funds  beyond  the  foundation  level  guaranteed 
by  the  state.  The  effects  may  be  disequalizing,  despite  the  state  limitations  and 
restrictions  on  the  amount  and  use  of  these  funds.™ 

Two-Tiered  Foundation  Plans 

Several  states  implemented  a  two-tiered  foundation  system  for  distributing  state 
funds.  This  program  built  on  the  first  tier  foundation  program  by  assuring  that  a 
minimum  program  was  provided  by  the  local  school  districts.  In  the  second  tier,  the 
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additional  discretionary  funds  levied  by  districts  were  separately  equalized  by  the  state. 
A  resource  accessibility  program  of  either  a  guaranteed  tax  base  (GTB)  or  guaranteed 
yield  (GTY)  was  equalized  at  the  second  tier/' 

The  GTB  and  GTY  models  were  also  based  on  the  concept  of  equalizing 
educational  opportunity  through  state  support  inversely  proportional  to  each  district's 
ability  to  pay.  In  the  GTB  system,  the  tax  base  amount  was  determined  that  was  equally 
guaranteed  to  each  district.  The  plan  assured  each  district  a  given  minimum  revenue  per- 
pupil  at  each  property  tax  rate.  A  district's  state  aid  equaled  the  difference,  if  positive, 
between  the  revenues  it  would  raise  at  its  tax  rate  if  it  had  the  state  guaranteed  tax  base 

^     1  ' 
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per-pupil  and  the  revenues  it  actually  raised  at  that  rate.  The  local  district  determined 
local  expenditures  and  set  the  local  tax  rate.  The  plan  promoted  wealth  neutrality. 

The  GTY  was  similar  in  operation  to  the  GTB  with  one  exception.  The  state  set 
the  tax  yield  level  for  all  property  in  the  state.  The  GTB  and  GTY  modeled  advanced 
pupil  funding  equity  since  a  certain  level  of  funding  proportional  to  educational  needs 
was  guaranteed,  given  the  local  tax  effort.  Taxpayer  equity  was  promoted  since  each  mill 
of  tax  effort  resulted  in  the  same  lev)'  per-pupil.  Two-tiered  programs  have  allowed  states 
to  improve  both  pupil  equity  and  taxpayer  equity." 

These  deficiencies  impacted  equity  and  disrupted  the  balance  between  the  state 

and  local  effort  intended  by  the  foundation  plan.  The  tension  created  by  discretionary 

millage  on  per-pupil  expenditures  impacted  equity.  Thompson,  Wood,  and  Honeyman 

characterized  the  problem  as  "perplexing."    —  -  -  ^  - 

If  the  state  equalizes  local  leeway,  the  scheme  is  no  longer  a  minimum 
foundation.  If  it  fails  to  equalize  discretionary  millage,  it  restores  the 
inequality  it  first  sought  to  eliminate.  If  the  state  does  not  permit 
discretionary  millage,  the  minimum  concept  is  again  thwarted.  Political 
and  substantive  realities  further  apply  in  that  it  is  easier  to  generate 
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support  for  additional  millage  in  wealthy  districts.  Thus,  the  formula  is 
irresolubly  imperfect  because  any  unaided  discretionary  millage  is 
disequalizing,  while  minimum  intent  is  violated  if  local  leeway  is  denied. 
The  only  other  option  is  to  limit  the  amount  of  discretionary  millage,  but  it 
is  clear  this  is  compromising  and  a  depressant  to  the  lighthouse  concept. 

Minimum  foundation  programs  were  popular  due  to  their  political  and  substantive 
benefits.  These  programs  allowed  states  to  control  costs  while  offering  local  control. 
Front-end  equality  of  expenditures  advanced  equity  and  financial  aid  was  in  inverse 
relationship  to  ability  to  pay.'' 

Despite  these  benefits,  foundation  programs  had  three  fundamental  problems. 
First,  the  basic  foundation  formula  did  not  equalize  above  the  minimum  tax  rate.  Second, 
poorer  districts  spent  less  if  the  district's  voters  did  not  approve  additional  millage. 
Third,  spending  was  still  less  if  poor  districts  approved  additional  tax  levies  because  the 
yield  per  mill  above  the  minimum  was  not  equalized.^^ 

The  foundation  program  played  an  important  role  in  encouraging  the  states  to 
assume  greater  fiscal  responsibility  for  funding  public  schools.  Higher  levels  of  fiscal 
equalization  were  also  an  outcome  of  implementing  foundation  programs.  However, 
fiscal  litigation  continued  to  pressure  state  administrations  and  legislatures  to  develop 
state  finance  systems  with  high  levels  of  fiscal  equalization  that  provided  adequate 
systems  of  public  schools  and  controlled  the  growth  of  state  and  local  revenue  for  public 
schools." 

Schools  in  Florida  were  funded  through  a  minimum  foundation  system.  The  state 
did  not  equalize  all  funds  generated  locally  through  the  application  of  discretionary 
millage.  The  focus  of  this  research  was  the  extent  of  disequalization  caused  by  the 
revenues  raised  through  this  discretionary  effort  in  Florida. 
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This  section  included  a  discussion  of  the  foundation  model  of  fund  distribution, 
an  explanation  of  the  basic  formula,  and  advantages  and  disadvantages  of  the  model.  An 
overview  of  the  FEFP,  including  the  history,  an  explanation  of  how  the  FEFP  was 
calculated,  major  components  of  the  FEFP,  and  data  on  FEFP  enrollment  and 
expenditures  are  presented  in  the  next  section. 

FEFP  Overview 

Florida  law  guaranteed  an  equitable  state  school  finance  program.  The  Florida 

Education  Finance  Program  was  created  by  the  Legislature  in  1973  to 

. . .  guarantee  each  student  in  the  Florida  public  educational  system  the 
availability  of  programs  and  services  appropriate  to  his  or  her  educational 
needs  which  are  substantially  equal  to  those  available  to  any  similar 
student  not  withstanding  geographic  differences  and  varying  local 
economic  factors.''^ 

The  FEFP  was  a  series  of  procedures,  formulas,  and  mechanisms  devised  to 
allocate  state  funds  to  the  67  school  districts,  reimburse  districts  for  certain  expenditures 
they  incurred,  control  the  spending  levels  and  tax  rates  of  school  districts,  and  regulate 
how  districts  spent  revenues.  The  goal  of  the  FEFP  was  to  promote  equalization  of 
educational  funding  and  spending.  This  goal  was  achieved  by  factoring  into  the  FEFP  a 
district  wealth  equalization  scheme  and  making  adjustments  in  funding  based  on 
students'  needs  and  geographic  costs. 

District  wealth  equalization  was  a  plan  to  equalize  the  availability  of,  or  access  to, 
basic  educational  resources  and  revenues  among  the  67  districts  in  the  state.  Not  all 
school  districts  had  the  same  capacity  to  fund  their  basic  educational  system  due  to 
differing  tax  bases  or  potential  revenue  sources.  Consequently,  some  districts  generated 
different  levels  of  revenue  for  equal  tax  effort.  Some  districts  had  high  levels  of  potential 
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local  revenue  per  student  while  other  districts  had  low  levels.  Districts  with  low-wealth, 
or  assessed  property  valuation,  had  limited  potential  revenue  to  spend  for  education 
unless  local  tax  rates  were  increased.  The  FEFP  was  an  attempt  to  reduce  disparities  in 
potential  revenue  by  establishing  minimum  and  maximum  levels  of  revenue  that  districts 
had  available  to  spend  on  education.*" 

The  FEFP  also  adjusted  funding  based  on  student  needs  and  differing  costs. 
Adjustments  addressed  varying  costs  of  providing  a  similar  level  of  educational  services 
due  to  differences  in  student  population  and  geography.  The  FEFP  made  provisions  for 
special  education  students  in  1996-1997  through  weight  factors  that  provided  additional 
funding.  Wage  scales  and  cost  of  living  differences  were  also  calculated  in  the  FEFP 
formula.  In  addition  to  the  basic  component  of  the  FEFP,  the  equalizing  foundation 
formula,  the  state  provided  categorical  funding  and  special  allocations  to  fund  specific 
educational  needs  in  the  school  districts.*' 

Historv  of  the  FEFP 

The  funding  of  schools  became  an  issue  in  1 845  after  Florida  began  its  statehood. 
An  amendment  to  the  Florida  Legislatures  School  of  Law  in  1851  included  a  provision 
intended  to  address  both  adequacy  and  equity.*'  This  law,  mandating  the  legislature 
provide  state  funding  for  each  child  if  the  school  district  was  unable  to  yield  a  certain 
level  (two  dollars  per  child),  provided  Florida's  first  educational  equalization  system.*^ 
The  issue  of  equitable  funding  was  addressed  in  the  School  Law  of  1853  by  mandating 
that  the  state  fund  schools  by  the  number  of  students  residing  in  the  district  rather  than  by 
the  number  of  students  enrolled  in  schools.*'' 
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These  laws  were  an  attempt  to  address  the  issue  of  equity.  However,  school 
funding  during  this  time  was  not  adequate  to  meet  basic  needs  in  the  school  districts. 
The  funding  problem  was  exacerbated  by  the  Civil  War  when  educational  funds  were 
redirected  to  the  war  effort  and  schools  were  closed.*^ 

In  1893,  the  Florida  legislature  passed  an  act  that  required  state  funding  for 
education  to  be  distributed  to  each  district  in  proportion  to  the  average  attendance  in  each 
district.*^  A  1924  report  to  the  governor  from  the  state  superintendent  of  schools 
observed  the  unequal  distribution  of  wealth  between  districts  and  the  consequent  effect 
on  poorer  districts  to  maintain  their  schools  without  additional  state  aid.*' 

In  1927,  adequacy  and  equity  in  Florida  school  funding  was  addressed  again.** 
The  state  legislature  increased  the  state  property  tax  and  levied  a  gasoline  tax  with  the 
proceeds  reserved  for  education.  Funds  generated  were  appropriated  to  the  districts  with 
one-half  cent  distributed  to  districts  on  the  basis  of  average  daily  attendance  and  the  other 
one-half  cent  set  aside  to  deal  with  equity  concerns.  However,  these  additional  funds  did 
not  provide  adequate  funding  for  the  poorer  districts  to  meet  the  state  statute  of 
remaining  open  for  a  minimum  120-day  term.*' 

In  1929,  an  educational  survey  team  commissioned  by  the  legislature  and  led  by 
George  Strayer,  determined  that  the  school  funding  inequity  was  an  outcome  of  the  way 
Florida  school  districts  were  determined.'"  The  primary  reason  was  the  constitutional 
requirement  that  funds  be  expended  in  the  districts  in  which  they  were  generated.  The 
recommendations  made  by  Strayer' s  commission  to  address  equity  were  not  enacted  by 
the  legislature  until  1945." 
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The  Florida  Code  was  implemented  in  1939  as  an  equalizing  mechanism  for 
school  funding.  This  scheme  provided  aid  to  smaller  schools  in  greater  proportion  than 
larger  schools.'^ 

The  State  Foundation  Fund  was  enacted  by  the  Florida  Legislature  in  1945  to 
allay  inequities  created  by  the  wealth  differential  among  school  districts  in  the  state.  The 
educational  needs  of  the  students  and  the  tax  paying  ability  of  the  districts  were  provided 
for  in  this  plan.'^  The  State  Foundation  Fund  evolved  into  the  Minimum  Foundation 
Program  (MFP)  in  1947,  which  was  developed  by  Roe  L.  Johns  from  the  University  of 
Florida  and  Edgar  Morphet  from  the  Florida  Department  of  Education.^''  The  MFP  had 
two  equalizing  provisions.  One  was  the  redistricting  of  schools  according  to  county  lines 
with  the  requirement  that  funds  generated  within  a  county  be  used  for  all  schools  within 
that  county.''  Required  local  effort  (RLE)  was  the  second  provision.  RLE  was 
calculated  by  multiplying  the  county's  portion  of  the  total  state  assessed  property  value 
by  the  yield  of  a  six-mill  tax  on  all  nonexempt  property  in  the  state.  The  required  local 
effort  figure  was  then  subtracted  from  the  state  calculated  cost  of  the  minimum 
foundation  program  for  the  district.  Counties  were  allocated  state  aid  in  terms  of  the 
difference  needed  to  provide  the  minimum  foundation  level  of  funding  determined  by  the 
state.  Educational  funding  in  Florida  was  substantially  equalized  by  this  calculation.'* 
This  section  was  an  overview  of  the  history  of  the  Florida  finance  plan.  A  brief 
explanation  of  the  calculation  of  the  1996-1997  FEFP  formula  follows. 

FEFP  Calculation 

The  distribution  of  educational  dollars  in  Florida  was  calculated  in  three  major 
phases.  The  product  generated  from  the  first  phase  of  the  formula,  state  and  local  FEFP 
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dollars,  was  used  to  calculate  the  second  phase,  the  net  state  FEFP  allocation.  This 
product  was  used  in  the  third  phase  to  determine  the  total  state  allocation  for  the  support 
of  public  school  education.'^ 

The  first  phase  involved  calculating  the  state  and  local  FEFP  dollars.  Florida 
Statutes  governed  the  calculation  of  the  basic  unit  of  the  formula,  which  was  the  full  time 
equivalent  (FTE).  Twenty-five  hours  of  instruction  per  week  was  considered  one  FTE. 
The  core  calculation  was  the  number  of  full-time  equivalent  student  membership  (FTE) 
of  each  specific  program  of  education  by  the  program  cost  factors  assigned  by  the 
Legislature.  These  weighted  FTEs  were  then  multiplied  by  the  base  student  allocation. 
Each  district  projected  the  number  of  FTEs  to  be  served  in  each  program  area.  The 
Florida  Consensus  Estimating  Conference  also  estimated  the  number  of  FTEs  to  be 
served.  This  annual  estimate  was  used  as  a  basis  for  determining  the  enrollment  funded 
by  the  Legislature  in  the  Appropriations  Act.  A  district  cost  differential  was  applied  to 
the  weighted  FTE  to  adjust  district  funding  for  the  relative  costs  of  living  in  various 
districts.  The  district's  base  funding  was  the  product  of  the  weighted  FTEs  multiplied  by 
the  base  student  allocation  times  the  district  cost  differential.  To  this  base  funding, 
supplemental  allocations  were  added  contingent  on  district  eligibility.  These  allocations 
included  supplements  for  declining  enrollment,  sparsity,  safe  schools,  remediation 
reduction  incentive,  discretionary  tax  equalization,  hold  harmless  adjustment,  and 
disparity  compression  adjustment.  The  total  amount  of  state  and  local  dollars  for  which 
the  district  was  qualified  was  the  result  of  supplements  being  added  to  the  base  funding.'* 

The  second  phase  involved  calculating  the  net  state  FEFP  allocation.  The 
required  local  effort  was  then  subtracted  from  the  total  amount  of  state  and  local  dollars, 
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resulting  in  the  state  FEFP  contribution  to  each  school  district.  Further  adjustments  were 
made  resulting  in  the  net  FEFP  allocation  to  the  district.'' 

The  third  and  final  phase  of  the  calculation  involved  adding  the  other  educational 
revenues  provided  by  the  state,  in  addition  to  the  FEFP,  including  discretionary  lottery 
funds,  categorical  program  funds,  and  special  allocations.  The  total  state  finance 
program  was  the  sum  of  the  net  state  FEFP  allocation  and  these  additional  state 
appropriations  that  were  separate  from  the  FEFP.'"" 

Major  Components  of  FEFP 

The  Florida  Legislature  determined  annually  the  amount  of  funds  to  be  distributed 
to  the  school  districts.  A  total  amount  of  over  $5  billion  was  appropriated  in  1996-1997 
for  distribution  to  districts  through  the  FEFP.'°'  The  number  of  FTEs  to  be  served  was 
projected  by  the  Florida  Consensus  Estimating  Conference  and  used  as  a  basis  for  the 
enrollment  funded  by  the  Legislature  in  the  Appropriations  Act.  This  FTE  student  count 
was  developed  for  each  of  the  educational  programs  specified  in  the  FEFP  and  multiplied 
by  the  program  cost  factors.'"" 

Differences  in  educational  costs  were  recognized  and  specific  cost  factors  were 
set  for  certain  grade  levels  and  programs.  Additional  resources  were  provided  for 
students  in  certain  grade  levels  and  programs  based  on  their  instructional  needs.  The  cost 
factors  were  produced  by  the  Department  of  Education  based  primarily  on  a  three-year 
average  cost  per  FTE  for  each  of  the  programs. The  cost  of  an  FTE  for  the  basic 
program  in  grades  4  through  8  was  a  base  cost  factor  with  a  value  of  1 .00.  In  1996-1997, 
cost  factors  ranged  from  .802  for  Adult  Basic  Program  to  17.069  for  the  part-time 
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program  for  the  visually  handicapped.'""  This  system  of  unequal  treatment  of  unequals 
addressed  the  problem  of  vertical  equity. 

The  base  student  allocation  (BSA)  was  set  by  the  Legislature  in  the  General 
Appropriations  Act.  The  BSA  for  the  1996-1997  fiscal  year  was  $2,912.14.'°^  The 
allocation  for  each  district  was  the  product  of  the  BSA  multiplied  by  the  weighted  FTE  in 
each  program.  This  product  was  the  base  level  of  funding  necessary  for  a  minimum 
education  for  the  foundation  program.  Adjustments  could  be  made  to  this  base  level  of 
funding  to  accommodate  differing  financial  circumstances  in  the  local  districts.  These 
adjustments  included  the  district  cost  differential,  the  declining  enrollment  supplement, 
and  the  sparsity  supplement.'"* 

The  district  cost  differential  (DCD)  was  used  to  adjust  district  funding  for  the 
relative  cost  of  living  in  each  county.  DCDs  were  computed  by  the  Department  of 
Education  by  averaging  the  three  most  recent  years  of  the  Florida  Price  Level  Index.  To 
determine  base  FEFP  funding,  DCDs  were  applied  to  the  product  of  each  county's 
weighted  FTE  and  BSA.  In  1996-1997,  the  DCD  ranged  from  a  low  of  0.9023  in 
Calhoun  County  to  a  high  of  1.0913  in  Monroe  County.'"' 

The  declining  enrollment  supplement  was  provided  to  districts  that  experienced  a 
decline  in  enrollment  from  the  previous  year.  This  supplement  assisted  with  fixed  costs 
that  continued  even  though  fewer  students  were  served.  Eligibility  for  the  supplement 
was  determined  by  comparing  the  prior  year  FTE  with  the  current  year.  In  eligible 
districts,  50%  of  the  decline  was  multiplied  by  the  prior  year  FEFP  per  unweighted  FTE 
and  added  to  the  current  year  allocation.  In  1996-1997,  this  supplement  was  allocated  to 
eight  districts  and  totaled  $620,680.'"* 
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The  sparsitv  supplement  was  designed  to  compensate  small,  geographically 
dispersed  rural  districts  that  faced  extra  costs  in  providing  the  same  educational  services 
as  large,  concentrated  districts.  For  example,  sparsely  populated  districts  usually  had 
difficulty  generating  funds  to  cover  the  cost  of  exceptional  education,  but  were  required 
by  federal  and  state  laws  to  serve  such  students.  Eligibility  was  limited  to  districts  with 
an  unweighted  FTE  of  19,000  or  less,  and  each  eligible  district's  supplement  was 
adjusted  for  the  relative  wealth  of  the  district.  A  total  of  $20,000,000  was  distributed  to 
35  districts  in  1996-1997  through  the  sparsity  supplement.'"^ 

The  safe  schools  allocation  was  appropriated  to  districts  to  provide  after  school 
programs  for  at-risk  students,  security  programs,  and  alternative  school  programs.  These 
funds  were  based  on  weighted  PTEs  and  adjusted  using  a  Florida  Department  of  Law 
Enforcement  Crime  Index.  In  1996-1997,  $50,350,000  was  distributed  to  all  67 
districts."" 

The  remediation  reduction  allocation  compensated  districts  for  reducing  the 
number  of  students  needing  remediation  in  the  core  subjects  of  math,  writing,  and 
reading.  This  incentive  was  allocated  in  two  parts.  The  first  part,  $20  million,  was  based 
on  each  district's  share  of  the  state  total  number  of  students  who  passed  one  or  more 
subtests  of  the  college  placement  test.  The  second  part  of  the  allocation,  $10  million, 
was  based  on  each  district's  enrollment  in  levels  one,  two,  and  three  of  math  and  English 
courses.  Each  district's  allocation  was  determined  by  the  number  of  students  enrolled  in 
level  one  courses  divided  by  the  state  totals  level  one  enrollment.  That  quotient  was 
multiplied  by  $2.5  million  and  by  -1.  The  number  of  students  enrolled  in  level  two  and 
three  courses  was  divided  by  the  state  total  enrollment  in  level  two  and  level  three 
courses.  That  quotient  was  multiplied  by  $7.5  million.  Each  district's  total  remediation 
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reduction  incentive  allocation  was  the  sum  of  its  placement  test  amount,  its  math  course 
enrollment  amount,  and  its  English  course  enrollment  amount.'" 

The  discretionary  tax  equalization  was  a  supplement  allocated  to  eligible  districts. 
Districts  that  levied  the  discretionar>'  0.51  mill  and  an  additional  0.25  mill  received  a 
supplement  if  the  additional  0.25  mill  raised  less  than  $50  per  PTE.  The  state  provided 
an  amount  to  the  eligible  districts  to  ensure  that  each  district  received  $50  per  PTE  when 
combined  with  the  amount  raised  by  the  0.25  mills.  In  1996-1997,  44  of  the  67  districts 
received  approximately  $1 1  million  funds  for  discretionary  tax  equalization. 

The  hold  harmless  adjustment  was  made  to  ensure  that  districts  did  not  receive 
less  funding  per  weighted  PTE  than  the  previous  year.  The  Legislature  implemented  this 
adjustment  to  guarantee  that  each  district  received  a  minimum  percentage  of  increase  in 
per  weighted  PTE  funding  regardless  of  enrollment  growth.  In  1996-1997,  this 
adjustment  was  required  for  32  districts  and  a  total  of  $12.5  million  was  allocated."^ 

The  disparity  compression  adjustment  was  made  to  reduce  the  range  of  the 
discrepancy  of  funds  among  districts  created  by  the  district  cost  differential  adjustment. 
This  adjustment  provided  additional  funding  for  districts  that  would  otherwise  receive 
less  than  the  state  average  total  potential  funding  amount  per  unweighted  student.  Each 
district's  total  potential  funding  was  then  divided  by  its  unweighted  enrollment.  An 
amount  was  calculated  for  each  district  that  was  the  amount  necessary  to  raise  its  per 
student  funding  to  a  level  equal  to  one  standard  deviation  below  the  mean  or  an  amount 
-was  calculated  for  each  district  that  was  the  amount  necessary  to  raise  its  per  student 
funding  amount  10%  closer  to  the  state  averages.  This  adjustment  had  a  total  allocation 
of  almost  $33  million  and  was  distributed  to  34  eligible  districts."'' 
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The  state  also  provided  educational  revenues  in  addition  to  the  basic  foundation 
funding.  These  appropriations  included  discretionary  lottery  funds,  categorical  program 
funds,  and  special  allocations.  In  1996-1997,  over  $463  million  in  district  discretionary 
lottery  funds  were  distributed  to  the  districts  in  proportion  to  their  base  FEFP  funding 
levels  (weighted  FTE  x  BSA  x  DCD).  Categorical  programs  for  1996-1997  included 
Comprehensive  School  Construction  and  Debt  Service,  School  Lunch  Match/Breakfast 
Supplement,  Instructional  Materials,  and  Student  Transportation.  The  total  amount 
distributed  in  1996-1997  for  categorical  programs  was  about  $390  million.  Special 
allocations  included  K  through  8  Summer  School,  Blue  Print  for  Career  Preparation,  Pre- 
school Projects,  Public  School  Technology,  Class  Size  Reduction,  Innovative  Practices, 
Full  Service  Schools,  HIV/AIDS  Education,  Cities  in  Schools,  and  Performance  Based 
Incentives.  The  total  amount  distributed  for  special  allocations  in  1996-1997  was 
approximately  $880,000.  These  categorical  programs  and  special  allocations  were  listed 
but  not  discussed  in  detail  because  they  were  not  included  in  the  analysis  of  this  research 
study.'" 

The  total  state  and  local  FEFP  dollars  available  to  the  district  were  the  result  of 
the  addition  of  supplements,  incentives,  and  adjustments  to  the  product  of  the  weighted 
FTE  and  the  BSA.  The  amount  calculated  for  the  district  required  local  effort  was 
subtracted  from  the  state  and  local  FEFP  dollars  resulting  in  the  state's  share  of  FEFP 
dollars,  which  was  $8.1  billion  in  1996-1997."^ 

■  -  V'' .  . 

This  state  FEFP  amount  was  subject,  by  the  Department  of  Education,  for  prior 
year  adjustments.  These  adjustments  were  allocated  for  adjudication  of  litigation, 
arithmetical  errors,  assessment  roll  change,  full-time  equivalent  membership  errors,  or 
audit  errors.  The  foundation  component  of  FEFP  was  comprised  of  the  net  state  FEFP 
funds  and  the  required  local  effort."^ 


FEFP  Summary 

Sixty-seven  school  districts  existed  within  the  state  of  Florida  congruent 
geographically  with  the  67  counties  in  the  state.  Each  school  district  was  governed  by  an 
elected  local  school  board  that  had  the  authority  to  levy  discretionary  tax  millage."^ 

The  unweighted  full  time  membership  enrollment  reported  in  the  state  in  1996- 
1997  was  2,372,889.98."^  Although  national  school  enrollments  have  declined  over  the 
past  three  decades,  enrollment  in  Florida  schools  steadily  increased.'^"  Funding  for 
Florida  public  schools  also  increased  during  this  same  time  period,  as  indicated  in  Table 
2-1. 

Table  2-1 .  Florida/National  Enrollment  &  Florida  Education  Funding 

Year  Florida  Student  National  Student  Florida  Total  School 

Enrollment  Enrollment  Expenditures 

1970  1,312,693  41,934,376  $961,273,000 

1980  1,464,461  38.288,911  $2,766,468,000 

1990  1,646,583  37,778,512  $8,228,531,000 

1997  2,372,890  $13,014,989,440 

Source:  1996-1997  Florida  Education  Finance  Program:  National  Center  for  Educational 
Statistics 

The  school  districts  in  Florida  served  over  2.3  million  full-time  equivalent 
students  and  received  over  $13  billion  in  funding  during  the  1996-1997  school  year. 
Over  60%  of  all  school  funding  was  generated  through  the  FEFP.  The  remaining  38% 
was  the  sum  of  federal,  state,  and  local  dollars  combined  with  funds  raised  through 
capital  debt  service'^'  (Figure  2-1).  The  FEFP  totaled  $8.1  billion  in  1996-1997.  Fifty- 
nine  percent  was  state  funding,  and  41%  was  local  effort.'^- 
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Figure  2-1.  Florida  Education  Funding  Sources  1996-1997 
Source:  Florida  Department  of  Education 


Figure  2-2.  Florida:  State  FEPP/Local  Effort  1996-1997 
Florida  Department  of  Education 
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The  previous  section  was  an  overview  of  the  FEFP,  including  the  calculations, 
the  major  components,  and  a  financial  summary  of  the  enrollment  and  expenditure  data 
in  the  Florida  finance  system  during  the  past  three  decades.  The  next  section  is  a  review 
of  Florida's  school  property  tax. 

Florida's  Local  School  Property  Tax 
Taxation  of  property  was  the  local  revenue  source  used  to  support  Florida's 
public  schools.  The  Florida  Constitution  gave  authority  to  local  school  districts  to  tax 
property  in  support  of  education. '^^  Each  of  the  67  school  districts  in  Florida  was  a 
countywide  district.  Seven  types  of  tax  levies  supported  public  education  in  Florida  in 
1996-1997. 

The  first  type,  required  local  effort  (RLE),  was  established  in  the  FEFP.  The 
millage  was  adjusted  yearly,  required  local  school  board  approval,  and  was  equalized  by 
the  state.'-''  The  second  type,  discretionary  current  operating,  could  be  levied  up  to  0.510 
mills,  was  optional,  required  local  school  board  approval,  did  not  require  the  vote  of  the 
electorate,  and  was  not  equalized  by  the  state.'^'  The  third  type,  a  special  school 
operations/capital  outlay  millage,  did  not  have  a  fixed  millage  amount,  was  optional, 
required  local  school  board  approval  and  the  vote  of  the  electorate,  and  was  not  equalized 
by  the  state. The  fourth  type,  capital  outlay/maintenance,  could  be  levied  up  to  2.0 
mills,  required  local  school  board  approval,  did  not  require  the  vote  of  the  electorate,  and 
was  not  equalized  by  the  state.'"  The  fifth  millage  type,  supplemental  discretionary,  was 
fixed  at  0.25  mills,  was  optional,  required  local  school  board  approval  but  not  the  vote  of 
the  electorate,  and  was  equalized  by  the  state. '"^  The  sixth  type,  debt  service,  was 
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optional  required  local  school  board  approval  and  the  vote  of  the  electorate,  and  was  not 
equalized  by  the  state.'-'  The  seventh  type,  sales  surtax/capital  outlay,  could  be  levied  up 
to  0.5  mills,  was  optional,  required  local  school  board  approval  and  the  vote  of  the 
electorate,  and  was  not  equalized  by  the  state. Table  2-5  outlines  information 
pertinent  to  these  levies. 

Districts  were  prohibited  by  the  Florida  Constitution  from  exceeding  the  rate  of 
10  mills  a  year  on  the  nonvoted  levies  by  the  electorate;  i.e.,  required  local  effort, 
discretionary  current  operating,  supplemental  discretionary,  and  capital 
outlay/improvements/  maintenance.'^'  In  addition,  only  two  of  the  school  levies,  the 
required  local  effort  and  the  supplemental  discretionary  levy,  were  equalized  by  the  state. 

The  Legislature  set  the  required  local  effort  from  ad  valorem  taxes  for  1996-1997 
in  the  amount  of  $3,521,214,060  in  the  Appropriations  Act.  The  Commissioner  of 
Education  then  computed  and  certified  the  required  local  effort  millage  rate  for  each 
district.''^  . 

Each  district's  deduction  for  required  local  effort  was  computed  and  certified  by 
the  Commissioner  of  Education  using  Department  of  Revenue  tax  rolls.  The  required 
local  effort  was  the  product  of  the  certified  mills  times  95%  of  the  taxable  value  for 
school  purposes  of  the  district.  The  Commissioner  had  the  authority  to  adjust  required 
local  effort  millage  rates  if  the  millage  produced  an  amount  greater  than  90%  of  a 
district's  total  FEFP  entitlement.'"  In  1996-1997,  the  certified  millage  rates  of  two 
districts  were  reduced  by  this  provision.'^^  An  equalization  factor  was  then  applied  to  the 
amount  produced  by  applying  the  average  computed  required  local  effort  millage  rate  of 
6.622  to  the  certified  tax  roll.  This  adjustment  was  intended  to  offset  variations  between 
districts  in  the  level  of  appraisal  of  property.'^'' 
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The  millage  rate  was  computed  based  on  the  difference  of  each  district  from  the 
state  average  assessment  level.  The  millage  rate  resulting  from  the  application  of  this 
equalization  factor  was  added  to  the  state  average  RLE  millage.  The  certified  RLE 
millage  rate  was  the  aggregate  of  these  two  rates. '^^ 

Local  effort  also  included  an  amount  for  fees  of  students  enrolled  in  adult  general 
and  vocational  adult  programs  who  were  reported  for  funding  through  FEFP  but  were  not 
exempted  by  law.  Required  local  effort  and  discretionary  tax  amounts  applicable  to 
developmental  research  schools  were  provided  from  state  FEFP  funds  since  these  schools 
had  no  taxing  authority.  These  developmental  research  schools  were  provided  the  same 
dollar  amount  per  student  as  was  generated  for  district  students  by  the  tax  base  of  the 
district  in  which  the  school  was  located. 

Local  school  boards  had  the  authority  to  levy  up  to  2.0  mills  for  capital  outlay  and 
maintenance  without  voter  approval.  Florida  statutes  governed  how  these  levies  could  be 
used.  The  revenues  were  restricted  to  new  construction  and  remodeling,  sites  and  site 
improvement  or  expansion  to  new  sites,  existing  sites,  auxiliary  facilities,  and  athletic 
facilities  or  ancillary  facilities.  These  revenues  could  also  be  used  for  maintenance, 
renovation,  and  repair  of  existing  school  plants  or  of  leased  facilities;  new  and 
replacement  of  equipment;  and  school  buses,  driver  education  vehicles,  security  vehicles, 
and  vehicles  used  for  maintenance  or  operation  of  plants  and  equipment.  Payments  for 
lease  purchase  agreements  for  educational  facilities  and  sites  were  permitted  if  the 
amount  did  not  exceed  one-half  the  proceeds  of  the  millage  levied  under  this  authority. 
The  revenue  could  also  be  used  for  loan  payments  for  specific  types  of  school  facilities 
identified  by  Florida  Statutes.  These  proceeds  could  also  be  used  to  pay  costs  associated 
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with  complying  with  state  and  federal  environmental  statutes,  regulations  governing 
school  facilities,  and  payment  of  costs  of  leasing  relocatable  educational  facilities.'" 

The  required  local  effort  and  supplemental  discretionary  millage  were  the 
only  local  millage  rates  equalized  by  state  funds.  The  other  local  levies  were  not 
equalized  throughout  the  state.  This  study  focused  on  the  three,  nonvoted  discretionary 
types  of  millage;  current  operating,  capital  outlay/maintenance,  and  supplemental 
discretionary. 

The  focus  of  this  section  was  Florida's  local  school  property  tax.  The  following 
section  is  a  review  of  previous  research  studies  conducted  on  the  equity  of  the  FEFP. 

FEFP  Equitv  Studies 

Various  studies  have  been  conducted  to  analyze  the  equity  of  the  Florida 
Education  Finance  Plan  since  its  inception  in  1973.  Vaughan  investigated  the  degree  to 
which  inequalities  in  the  distribution  of  educational  revenues  existed  before  and  after  the 
implementation  of  the  FEFP.  Vaughan  also  examined  the  degree  to  which  the  level  of 
revenues  available  for  education  compared  to  district  wealth  prior  to  and  after  the 
implementation  of  the  FEFP.  Vaughan  found  that  the  interdistrict  distribution  of  per- 
pupil  revenues  was  relatively  equitable  after  FEFP  implementation.  Vaughan  also 
established  that  although  the  original  Florida  educational  finance  system  was  not  highly 
wealth  neutral,  wealth  neutrality  increased  after  implementation  of  the  FEFP.''"' 

Carroll  and  Park  studied  the  interdistrict  fiscal  equity  of  the  FEFP  with  the 
previous  distribution  system  implemented  under  the  Minimum  Foundation  Program 
(MFP).  These  researchers  concluded  that  greater  disparities  resulted  after  the 
implementation  of  the  FEFP,  including  per-pupil  revenue  availability  and  instructional 
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expenditures.  Carroll  and  Park  found  that  the  cost  adjustment  factor  in  the  FEFP  formula 
caused  the  program  to  be  less  fiscally  neutral  and  favored  the  larger  and  more  urban 
districts  to  a  greater  degree  than  the  relatively  smaller  and  less  urban  districts.  School 
districts  with  higher  poverty  derived  the  greatest  benefit  from  the  FEFP  plan  when 
compared  with  the  MFP.'^* 

Shiver  compared  the  differences  between  the  FEFP  and  the  MFP  to  determine 
distributional  equality.  He  studied  the  relationships  between  total  state  revenues  per- 
pupil,  local  tax  rate,  assessed  value  and  personal  income  per-pupil,  vocational  and 
exceptional  educational  factors,  and  the  district  cost  differential  (DCD).  He  concluded 
that,  under  the  FEFP,  the  range  of  district  revenues  increased  the  relationship  between 
pupil  wealth  and  state  and  local  revenue,  per-pupil  had  strengthened,  and  that  the 
relationship  between  state  and  local  revenue  per-pupil  and  district  property  wealth  per- 
pupil  remained  constant.  Shiver  found  no  evidence  to  indicate  that  the  FEFP  had 
achieved  greater  fiscal  equalization.  The  data  suggested  that  the  FEFP  had  actually 
reduced  the  equalization  effects  among  school  districts.'''' 

Honeyman  studied  state  funding  mechanisms  and  contributed  to  the  body  of 
research  that  addressed  the  concepts  of  adequacy  and  equity  and  extended  the  doctrine  of 
fiscal  neutrality  to  school  facilities  as  well  as  educational  programs.  Cumulative  research 
analysis  established  the  relationship  between  wealth  and  facilities  and  indicated  that 
equity  may  be  applied  to  capital  outlay.  Honeyman  found  the  financing  of  facilities  by 
-school  districts  to  be  problematic,  particularly  for  rural  and  poor  school  districts  that 
lacked  the  adequate  tax  base  to  support  the  levels  of  debt  needed  for  school  maintenance 
and  construction.  Florida  funded  local  district  capital  outlay  reserves  on  a  per-unit  basis 
as  part  of  the  state  funding  formula.  According  to  Honeyman,  the  manner  in  which 
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school  districts  budgeted  and  funded  capital  outlay  and  the  extent  to  which  funds  were 
dependent  on  approval  by  school  boards  and  taxpayers  could  have  disequalizing 
effects.'"" 

Stark,  Honeyman,  and  Wood  examined  the  interdistrict  effects  of  the  Florida 
Lottery  on  the  state  finance  system  for  the  year  1989-90.  The  results  of  this  equity 
analyses  indicated  that  the  FEFP  was  basically  equitable  for  the  year  studied.  However, 
the  inclusion  of  lottery  funds  impacted  the  equity  of  the  system  in  certain  districts. 
Equity  was  increased  for  districts  clustered  around  the  mean  level  of  funding  and 
decreased  for  districts  below  the  mean.  The  fiscal  neutrality  of  the  FEFP  was  relatively 
unchanged  by  the  inclusion  of  lottery  funds.  The  results  of  the  study  also  indicated  that 
lottery  funds  were  not  used  according  to  the  legislative  requirement  that  net  proceeds  of 
the  lottery  be  distributed  equitably."" 

O'Loughlin,  Wood,  and  Honeyman  studied  the  effects  of  the  sparsity  supplement 
of  the  FEFP  formula  on  interdistrict  per-pupil  equity  for  the  year  1989-90.  The  sparsity 
supplement  was  found  to  reduce  the  inverse  relationship  between  the  distribution  of 
funds  to  the  relative  property  wealth  of  districts.  Their  study  concluded  that,  although 
the  basic  part  of  the  FEFP  remained  relatively  equitable,  adding  supplements, 
discretionary  dollars,  and  categorical  supplements  had  disequalizing  effects  on  the 
distribution  system.  Their  study  concluded  that  the  discretionary  levy  had  the  most 
disequalizing  effect.''*' 

Currie  studied  the  relationship  of  the  equity  of  total  capital  outlay  revenues 
relative  to  the  equity  of  general  educational  expenditures  and  the  relationship  of  the 
equity  of  the  state  and  local  components  of  capital  outlay  and  total  capital  outlay 
revenues  relative  to  each  other  for  public  K-12  education  in  Florida  for  the  year  1988-89. 


The  results  indicated  that  measures  for  general  educational  expenditures  indicated  greater 
horizontal  equity  and  greater  wealth  neutrality  than  measures  for  total  capital  outlay 
revenues.  Currie  also  found  evidence  that  the  lack  of  wealth  neutrality  in  total  capital 
outlay  revenues  was  explained  by  a  strong  lack  of  wealth  neutrality  in  the  measures  for 
local  capital  outlay  revenues.  This  lack  of  wealth  neutrality  was  largely  unmitigated  by 
the  wealth  neutrality  for  measures  of  state  capital  outlay  revenue,  despite  additional  aid 
to  some  low- wealth  school  districts. 

Summers  examined  the  effects  of  the  Florida  Education  Lottery  on  the  available 
resources  and  actual  expenditures  of  the  28  state-supported  community  colleges  in 
Florida.  The  study  provided  evidence  of  an  inverse  relationship  between  lottery  dollars 
and  total  community  college  expenditures,  that  supplantation  effects  were  influenced  by 
redistribution,  that  community  colleges  were  shown  to  have  been  increasingly  dependent 
on  nonstate  sources  of  revenue  since  the  inception  of  the  Florida  lottery  in  1 987,  and  that 
there  was  evidence  that  the  extent  to  which  the  lottery  allocation  was  a  categorical  award 
was  positively  correlated  with  the  size  of  the  state  allocation.'"'' 

Maiden  and  Wood  analyzed  the  cumulative  disequalizing  effects  of  unequalized 
local  discretionary  funding  as  part  of  the  FEFP  for  the  year  1992-93.  The  study  focused 
on  the  effects  of  discretionary  millage  and  school  capital  improvement  millage,  both 
nonvoted  millage  rates,  when  combined  with  the  equalized  foundation  portion  of  the 
FEFP.  Both  the  discretionary  revenues  and  capital  outlay  and  maintenance  resulted  in 
disequalizing  effects  on  interdistrict  resource  accessibility  and  decreased  interdistrict 
wealth  neutrality.  The  study  results  indicated  that  the  revenues  generated  through  the 
capital  outlay  and  maintenance  source  had  a  more  significant  disequalizing  effect  on  the 
distribution  than  revenues  produced  through  the  discretionary  levy."** 
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Chambers  examined  the  effects  of  additional  revenues  from  capital  outlay 
transfers  on  the  equity  of  the  FEFP  for  the  year  1994-95  by  analyzing  the  equity  in  the 
general  fund  before  and  after  capital  outlay  transfers  into  the  general  fund.  The  results  of 
the  study  indicated  that  capital  outlay  transfers  decreased  equity  in  the  distribution  of 
funds  among  Florida's  districts  and  made  the  state  finance  system  less  wealth  neutral.''*' 

Sutton  investigated  the  effects  of  additional  revenues  for  exceptional  student 
programs,  in  the  form  of  weighted  program  cost  factors,  on  the  equity  of  the  Florida 
school  finance  system  for  the  year  1995-96.  The  resuhs  of  this  study  indicated  changes 
in  the  variation  in  the  distribution  of  revenues  per  pupil  per  district  as  groups  of  weighted 
program  cost  factors  were  added  to  the  FEFP.  Measures  of  fiscal  neutrality  indicated  a 
lack  of  a  relationship  between  the  property  wealth  per  pupil  per  district  and  revenues  per 
pupil  per  district.  The  relationship  between  the  property  wealth  per  pupil  and  revenues 
per  pupil  did  not  change  as  weighted  program  cost  factors  were  added  to  the  FEFP.'''* 

Brown  analyzed  the  effects  of  performance-based  funding  on  the  equity  of  the 
Florida  community  college  system  by  comparing  equity  before  (1994-95)  and  after 
(1996-97)  performance-based  funding  was  implemented.  The  results  indicated  that  the 
degree  of  equity  was  better  prior  to  the  implementation  of  performance-based  funding. 
The  degree  of  equity  for  the  funding  formula  decreased  slightly  when  the  performance- 
based  allocation  was  added  to  the  funding  formula.  Brown  also  projected  that  the  degree 
of  horizontal  equity  would  be  greatly  decreased  when  the  performance  based  allocation 
reached  25%  or  higher  of  total  revenue. '"'^ 

Nakib  studied  resource  allocation  and  use  in  Florida  in  and  found  a  high  level  of 
interdistrict  equity.  This  study  also  showed  that  there  was  no  significant  variation  in 
district  levels  of  spending  when  levels  of  fiscal  1 99 1  -92  expenditures  were  compared 
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between  districts  based  on  various  frequently  used  predictors.  The  breakdown  of  district 
level  of  expenditures  by  level  of  property  wealth  showed  little  variation. "° 

Owens  and  Maiden  conducted  a  comparison  of  interschool  and  interdistrict 
funding  equity  in  Florida  for  fiscal  year  1991-92  to  determine  whether  dollars  that  flowed 
through  districts  and  schools  were  distributed  equitably.  The  extent  to  which 
instructional  expenditures  differed  between  districts  and  between  schools  and  subsequent 
effects  related  to  the  racial/ethnic  composition  or  household  income  levels  of  students 
was  also  explored.  The  results  of  the  analyses  provided  evidence  of  inequality  for 
schools  with  a  high  percentage  of  low  socio-economic  students.  The  study  showed  that 
inequalities  persist  in  the  FEFP  despite  the  legislative  intent  to  further  fiscal  equity  in 
Florida. 

This  section  was  a  review  of  equity  studies  on  the  FEFP.  Finance  equity  finance 
Htigation  and  related  legal  principles  are  the  focus  of  the  next  section. 

Finance  Equity  Litigation 

Legal  Principles 

The  courts  have  been  the  stimulus  for  equity  changes  in  state  public  school 
distribution  systems.  Legal  challenges  to  state  school  finance  systems  have  varied. 
Three  basic  arguments  have  been  used  during  school  finance  litigation.  First,  education 
was  a  fundamental  right  because  of  its  impact  on  the  economic  and  social  structures  of 
the  state.  Second,  funding  disparities  created  unequal  opportunity.  And  third,  the 
correlation  of  wealth  and  school  expenditures  caused  a  lack  of  equal  protection.'" 

The  traditional  position  of  the  courts  toward  the  legislative  function  of  financing 
public  schools  has  been  described  by  Alexander,  Johns,  and  Jordan: 
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Where  constitutionality  of  a  statute  is  questioned,  all  reasonable  doubt  will 
be  resolved  in  favor  of  the  questioned  authority  and  the  act  will  be 
declared  constitutional  unless  it  can  be  clearly  demonstrated  that  the 
legislature  did  not  have  the  power  or  authority  exercised  or  that  its 
authority  was  exercised  arbitrarily  and  capriciously,  for  instance,  as  to 
classification  or  delegation  of  authority,  to  the  prejudice  of  the  rights  of 
some  of  the  citizens.  Particularly,  this  is  true  where  the  act  in  question 
is. ..of  great  public  concern  involving  the  performance  of  an  absolute  duty 
imposed  on  the  legislature  by  the  basic  law  of  the  state.'" 

State  school  finances  cases  have  been  litigated  in  both  the  state  and  the  federal 
courts.  Finance  equity  cases  were  generally  litigated  in  the  federal  courts  under  the 
constitutional  theory  of  equal  protection  clause  of  the  U.S.  Constitution.  The  Equal 
Protection  Clause  of  the  Fourteenth  Amendment  included  the  same  protections  as  the 
equality  and  uniformity  of  taxation  provisions  of  most  state  constitutions.'^" 

In  determining  the  constitutionality  of  state  school  finance  programs,  federal 
courts  typically  focused  on  whether  the  programs  created  unconstitutional  classifications 
or  violated  the  equality  and  uniformity  requirements  of  taxation.  In  these  cases,  the 
argument  was  that  the  funding  system  treated  students  who  reside  in  poorer  districts 
unfairly  and  that  these  students  were  deprived  of  an  equal  educational  opportunity.'" 

State  school  finance  litigation  was  based  on  claims  grounded  in  the  legal  principle 
of  equal  protection,  the  state's  educational  article,  or  both.  These  cases  were  based  on 
the  common  assumption  that  a  strong  correlation  existed  between  expenditures  and  the 
quality  and  quantity  of  students'  educational  opportunities."^ 

The  earliest  legislation  on  school  finance,  from  1 91 2- 1 964,  involved  tax 
uniformity.  The  usual  issue  was  whether  it  was  imperative  for  the  legislature  to  disburse 
tax  revenues  equally  to  all  districts  after  an  equalizing  assessment.  Courts  typically  ruled 
that  the  state  was  free  to  distribute  the  taxes  as  it  chose.'"  Prior  to  the  cases  in  the  early 
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1970s,  several  state  courts  made  decisions  that  would  influence  future  cases  of  equity 
legislation. 

The  legal  principles  involved  in  early  litigation  were  based  on  tax  uniformity,  and 
the  focus  was  on  the  equal  protection  clause  of  the  Federal  Constitution.  However, 
efforts  in  federal  courts  to  invalidate  state  school  finance  systems  failed.  The  courts 
found  that  the  equal  protection  provision  of  the  Fourteenth  Amendment  did  not  extend  to 
disparities  in  educational  funding,  that  education  did  not  enjoy  the  status  of  a 
fundamental  interest,  that  fiscal  disparities  did  not  create  a  suspect  class  based  on  wealth, 
and  that  the  lack  of  a  judicially  manageable  standard  with  which  to  measure  educational 
need  created  a  problem."* 

Thro  characterized  present  day  judicial  activity  in  school  finance  as  occurring  in 
three  waves.  In  the  first  wave  from  1971  to  1973,  plaintiffs  alleged  violations  of  the 
equal  protection  clause  of  the  U.  S.  Constitution.  This  first  wave  of  court  challenges  was 
largely  unsuccessful  because  of  the  lack  of  a  "justifiable  standard"  and  because  of  the 
plaintiffs  defeat  in  the  landmark  San  Antonio  Independent  School  District  v. 
Rodriguez"^  case  on  school  finance  equity. •  '  -  > 

During  the  second  wave  of  litigation  from  1973-1989,  reformers  turned  to  state 
courts  and  focused  on  the  state  education  article,  the  equal  protection  clause,  or  both 
provisions  of  state  constitutions  to  invalidate  inequitable  school  finance  schemes.  The 
results  of  court  decisions  during  this  period  were  mixed.  Several  school  finance  systems 
^ere  invalidated  due  to  the  disequalizing  effect  fijnding  disparities  created  by  systems 
relying  heavily  on  local  property  taxes  for  revenue.  Equal  educational  opportunity  was 
found  to  be  a  fundamental  interest  that  subjected  the  state  systems  to  the  strict  scrutiny 
standard  of  judicial  review.  The  courts  established  the  judicially  manageable  standard  of 
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fiscal  neutrality.  This  new  judicial  activism  motivated  states  to  modify  their  school 
finance  plans  in  an  attempt  to  make  them  more  equitable.  Additional  funding  was  also 
raised  to  counteract  the  disequalizing  effects  of  local  funds  raised  from  property  taxes. 
This  litigation  indicated  the  impact  of  the  courts  in  leveraging  improvement  focused  on 
equity  and  adequacy.'*' 

The  third  wave  of  school  finance  cases  began  in  the  late  1 980s  when  the  public 
school  funding  systems  of  several  states  were  found  to  be  unconstitutional  by  their  state 
courts.  The  supreme  courts  in  Kentucky,  Texas,  Montana,  and  New  Jersey  made  pivotal 
rulings  that  redefined  the  constitutionally  required  level  of  education  a  state  must  provide 
from  a  minimum  to  a  quality  education  and  relied  on  both  input  and  output  indicators  for 
measuring  constitutional  compliance.'*^ 

Disparities  in  per-pupil  funding  were  found  to  violate  equal  protection  guarantees, 
and  the  fundamental  right  to  an  education  was  upheld.  The  court  also  began  to  review 
personnel,  curriculum,  and  facilities,  not  just  per-pupil  revenues,  when  comparing 
educational  opportunities.'"  The  Helena  Elementary  School  District  Number  1  v. 
State'*"  decision  ended  the  third  wave  of  judicial  activity  and  moved  the  standard  for  the 
state  responsibility  for  the  provision  of  education  from  a  minimum  to  a  quality  system.'*' 

Three  years  after  the  ruling  in  Rodriguez,  the  U.S.  Supreme  Court  redefined  the 

two-level  standard,  rational  relationship  versus  strict  scrutiny,  to  include  a  third 

"intermediate"  standard.  The  Court  said. 

There  are  three  standards  generally  accepted  for  determining  constitutionality 
under  the  Equal  Protection  Provisions  of  both  the  U.S.  and  State  Constitutions. 
(1)  The  rational  relationship  test;  (2)  The  intermediate  level  of  scrutiny;  and  (3) 
The  strict  judicial  scrutiny  standard.  Under  the  rational  relationship  test  a 
statutory  classification  is  presumed  valid  and  will  comport  with  constitutional 
standards  as  long  as  it  bears  a  reasonable  relationship  to  a  legitimate 
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governmental  purpose.  The  intermediate  level  of  judicial  scrutiny  requires  that  a 
classification  be  substantially  related  to  an  important  governmental  objective. 
Application  of  the  strict  scrutiny  test  means  that  the  classification  is  not  entitled  to 
the  usual  presumption  of  validity  and  that  the  state  bears  the  burden  of  proving 
that  the  classification  system  "has  been  structured  with  'precision'  and  is 
'tailored'  narrowly  to  serve  legitimate  objectives  and  that  it  has  selected  the  less 
'drastic  means'  for  effectuating  its  objectives.'^* 

Underwood  characterized  three  approaches  to  litigating  finance  equity  cases.  The 
first  approach  was  based  on  the  constitutional  doctrine  of  equal  protection.  This  doctrine 
prohibited  the  government  from  treating  similarly  situated  individuals  differently  without 
a  strong  justification.  According  to  this  theory,  it  was  argued  that  the  practice  of 
inequitable  funding  treated  students  who  resided  in  poorer  districts  differently  from  those 
who  resided  in  more  affluent  districts  by  allowing  a  disparity  to  exist  in  the  funding  of 
the  educational  programs.'" 

Most  courts  have  applied  the  traditional  rationality  standard  when  evaluating 
whether  finance  systems  were  constitutional  with  this  standard.  The  state's  constitution 
was  upheld  if  the  classification  was  rationally  related  to  a  legitimate  state  interest.  Most 
school  finance  systems  were  upheld  under  this  test  since  it  was  the  lowest  judicial 
standard.  The  strict  scrutiny  standard  was  employed  when  state  legislation  impacted  on  a 
suspect  classification  to  differentiate  people  for  treatment.  To  be  upheld,  the 
classification  must  be  necessary  to  further  a  compelling  state  interest.  Generally,  courts 
have  been  unwilling  to  use  this  higher  standard  of  scrutiny  in  school  finance  cases 
^finding  that  neither  property  poor  school  districts  nor  students  within  these  districts  were 
a  suspect  class. '^^  Table  2-3  summarizes  reported  decisions  using  a  differential  treatment 
theory. 


The  second  approach  to  Htigating  finance  equity  cases  also  involved  the 
constitutional  doctrine  of  equal  protection.  However,  this  argument  was  focused  on 
lower  funding  levels  in  poorer  districts.  Such  disparate  funding  resulted  in  a  deprivation 
of  education  to  students  residing  in  these  poorer  districts.  The  determination  of  a  public 
education  as  a  fundamental  right  was  central  to  this  approach.'*' 

Recent  cases  have  indicated  that  deprivation  of  a  minimal  level  of  education 
triggered  mid-tier  scrutiny  under  the  equal  protection  clause.  The  argument  was  based 
on  the  assumption  that  each  student  had  the  right  to  be  provided  with  the  opportunity  to 
develop  the  skills  needed  to  be  productive  and  participate  in  the  democratic  process. 
Court  decisions  based  on  educational  deprivation  theory  are  summarized  in  Table  2-4. 

The  third  theory  was  based  entirely  on  the  state's  education  clause.  Central  to 
this  theory  was  the  argument  that  the  state  legislature  failed  to  live  up  to  its  state 
constitutional  obligation  to  provide  an  education  for  all  children  in  the  state.  Key  to  the 
litigation  was  the  state  education  clause.  Although  the  articles  varied  among  the  states, 
all  emphasized  the  importance  of  education,  requiring  the  state  to  provide  a  system  of 
free  public  education.  Education  clauses  relied  on  the  state's  constitutional  history  and 
the  judiciary's  method  of  interpretation.  As  indicated  in  Tables  2-5  and  2-6,  plaintiffs 
met  with  mixed  success  in  cases  that  have  relied  primarily  on  the  education  clause  as  the 
legal  basis  for  action.'™ 

-  This  section  addressed  the  legal  principles  involved  in  equity  challenges  to  public 
school  financing.  In  the  next  section,  the  specific  cases  related  to  public  school  finance 
equity  are  discussed.  Table  2-7  lists  the  cases  that  are  included  in  the  discussion. 
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Table  2-7.  Equity  Cases  Cited  in  Chronological  Order 
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Case 

State 

Year 

Court 

1. 

Brown  v.  Board  of  Education  of  Topeka 

Kansas 

1954 

Federal 

2. 

Mclnnis  v.  Shapiro 

Illinois 

1968 

Federal 

3. 

Burrus  v.  Wilkerson 

Virginia 

1969 

Federal 

4. 

San  Antonio  v.  Rodriguez—Rodriguez  v. 
San  Antonio 

Texas 

1971-73 

Federal 

5. 

Serrano  v  Priest/Serrano  II 

California 

1971/1976 

State 

6. 

Van  Dusartz  v.  Hatfield 

Minnesota 

1971 

State 

7. 

Robinson  v.  Cahill 

New  Jersey 

1972-73 

State 

8. 

Milliken  v.  Green 

Michigan 

1973 

State 

9. 

Thompson  v.  Enkeling 

Idaho 

1975 

State 

10. 

Olsen  V.  State  of  Oregon 

Oregon 

1976 

State 

11. 

Horton  v.  Meskill  (Horton  II) 

Conn. 

1974/1977 

State 

12. 

Pauley  v.  Kelley 

WV 

1979 

State 

13. 

Board  of  Education  of  City  School 
District,  etc.  v.  Walter 

Ohio 

1979 

State 

14. 

McDaniel  v.  Thomas 

Georgia 

1981 

State 

15. 

Board  of  Education,  etc.  Levittown  v. 
Nyquist 

New  York 

1982 

State 

16. 

Plyler  v.  Doe 

Texas 

1982 

Federal 

17. 

Hnrnhppk  v  ^nmpr^Pt  f^mintv  Rr\tirH 

Education 

IVlaryiallU 

1  Q8'5 

1  70  J 

Qtoto 

18. 

Dunree  v  Alma  School  District  No  30  nf 
Crawford  Co. 

1983 

OLalC 

19. 

Fair  School  Finance  Council  of  Oklahoma 
V.  State 

Oklahoma 

1987 

State 

20. 

Richland  v.  Campbell 

So. 

Carolina 

1988 

State 

21. 

Helena  Elementary  School  District  v.State 

Minnesota 

1989 

State 

22. 

Edgewood  Independent  School  District  v. 
Kirby 

Texas 

1989 

State 

23. 

Kukor  V.  Grover 

Wisconsin 

1989 

State 
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Table  2-7--continued. 


Case 


State 


Year 


Court 


24.  Rose  V.  Council  for  Better  Education 

25.  Abbott  V.  Burke  /Abbott  II  /Abbott  III  / 
Abbott  IV  /AbbottIV 

26.  Coalition  for  Equal  School  Funding  v. 
State 

27.  Gould  V.  Orr 

28.  Tennessee  v.  Small  School  Systems  et  al  V. 
McWherter 

29.  Alabama  Coalition  for  Equity  v.  Hunt 

30.  McDuffy  v.  Sec'y  of  the  Executive  Office 
of  Ed. 

3 1 .  Pawtucket  v.  Sundlum 


33.  Campbell  County  School  Dist,  State  of 
Wyoming,  et.al.  v.  State  of  Washington 

34.  St.  Johns  County,  FL  v.  Northeast  Florida 
Builders  Assoc. 

35.  Florida  Dept.  Of  Education  v.  Glasser 

36.  Coalition  for  Adequacy  &  Fairness  in 
School  Funding,  Inc. 


Kentucky  1989 


State 


New  Jersey     1985/90/94  State 
/97 


Oregon 


Alabama 
Alabama 

Rhode 
Island 


Florida 

Florida 
Florida 


1991 


Nebraska  1993 
Tennessee      1 993 


1993 
1993 

1994 


Washington  1995 


1991 

1993 
1994 


State 

State 
State 

State  Cir. 
State 

State 

State 

State 

State 
State  Cir. 


Federal  and  State  Court  Cases  on  Finance  Equity 

Brown  v.  Board  of  Education  of  Topeka'^'  was  the  first  case  to  have  a  major 
impact  on  court  equity  decisions.  In  this  case,  the  Supreme  Court  stated  that  education 
was  one  of  the  most  important  state  functions  and  vital  to  developing  an  informed 
citizenry. 

Education  is  perhaps  the  most  important  function  of  state  and  local 
governments  ...  it  is  doubtful  that  any  child  may  reasonably  be  expected 
to  succeed  in  life  if  he  is  denied  the  opportunity  of  education.  Such  an 
opportunity,  where  the  state  has  undertaken  to  prove  it,  is  a  right  which 
must  be  made  available  to  all  on  equal  term.'^^ 
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The  Brown  case  challenged  the  "separate  but  equal"  doctrine  adopted  in  Plessv  v. 

Ferguson  '^^  that  served  as  the  basis  for  the  practice  of  segregating  white  and  black 

children  in  public  schools.  In  overturning  Plessv.  the  court  stimulated  equity  concerns  by 

prohibiting  the  states  from  denying  any  person  the  equal  protection  of  the  law.  The  U.S. 

Supreme  Court  found  that  . 

where  a  state  has  undertaken  to  provide  an  opportunity  for  an  education  in 
its  public  schools,  such  an  opportunity  is  a  right  which  must  be  made 
available  to  all  on  equal  terms."''  '  t  f"' 

This  finding  was  based  on  the  court's  interpretation  of  the  equal  protection  clause  of  the 

Fourteenth  Amendment  and  served  as  a  cornerstone  for  legal  challenges  for  state  school 

finance  systems. 

Mclnnis  v.  Shapiro'^^  was  the  first  major  case  to  challenge  a  public  school  finance 
system.  In  1968,  Illinois  public  school  finance  statutes  were  challenged  based  on  the 
wide  variations  in  per-pupil  expenditures  throughout  the  state.  The  plaintiffs  claim  that 
Fourteenth  Amendment  rights  to  equal  protection  were  being  violated  was  not  supported 
by  the  federal  district  court.  In  dismissing  the  suit,  the  court  also  held  that  the  public 
school  finance  system  was  not  discriminatory.'^^  Because  the  state's  foundation  program 
guaranteed  a  minimum  expenditure  per  student,  the  court  ruled  that  the  decisions  of  the 
Illinois  legislature  to  permit  local  choice  and  experimentation  in  school  expenditures 
were  reasonable.  Although  the  court  was  sympathetic  to  the  plaintiffs  case  by  agreeing 
that  poorer  school  districts  should  have  more  funds  with  which  to  improve  their  schools, 
it  stated  that  the  inequality  was  an  "inevitable  consequence  of  decentralization."'" 

In  1969,  the  plaintiff  in  the  Burrus  v.  Wilkerson'^^  case  argued  that  the  equal 
protection  clause  of  the  Fourteenth  Amendment  was  violated  by  the  substantial 
disparities  in  educational  opportunities  in  different  districts  throughout  the  state  of 
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Virginia.  The  case  was  dismissed  in  federal  court.  The  court  stated  that  they  "have 
neither  the  knowledge,  nor  the  means,  nor  the  power  to  tailor  the  public  monies  to  fit  the 
varying  needs  of  these  students  throughout  the  state.'"'''  In  this  case,  the  court  found  the 
Fourteenth  Amendment  afforded  no  protection  from  the  disparities  in  educational 
opportunities  in  the  Virginia's  public  school  finance  program.  The  courts  continued  to 
be  confronted  with  a  judicially  unmanageable  standard  because  of  the  absence  of  an 
acceptable  measure  of  educational  need. 

San  Antonio  v.  Rodriguez'^"  was  the  landmark  federal  school  finance  equity  case. 
In  1973,  the  U.  S.  Supreme  Court  reversed  a  lower  court  ruling  that  the  Texas  school 
finance  system  was  discriminatory  and  upheld  the  Texas  school  finance  system  against 
an  equal  protection  challenge.  The  plaintiffs  alleged  the  funding  disparity  between  more 
and  less  affluent  school  districts  in  the  state  was  a  violation  of  the  federal  equal 
protection  clause  of  the  Fourteenth  Amendment.'*'  Plaintiffs  from  poor  property  districts 
contended  they  were  a  "suspect"  class  because  of  these  disparities  and  that  such  a 
classification  was  discriminatory.  A  second  claim  was  that  education  was  a 
"fundamental"  right.'*'  The  Supreme  Court  held  that  there  was  no  violation  of  the 
Fourteenth  Amendment  equal  protection  clause  because  Texas  provided  a  basic 
education,  promoted  local  control,  and  did  not  disadvantage  a  suspect  class. '*^  Education 
as  a  right  was  not  protected  by  the  constitution,  therefore  education  was  not  a 
fundamental  right.'*"  There  was  no  violation  of  the  Fourteenth  Amendment  equal 
protection  clause,  and  the  Texas  foundation  system  withstood  the  rational  relationship 
test.'*' 

The  court  concluded  that  the  state  school  finance  system  did  not  violate  the  equal 
protection  clause  of  the  Fourteenth  Amendment,  despite  the  revenue  disparities  based  on 
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the  fiscal  ability  of  the  school  districts.'*^  The  court's  ruling  in  the  Rodriguez  case 
limited  the  federal  judicial  role  in  public  school  financial  reform.  The  state  court  systems 
became  the  principal  means  of  challenging  the  equity  of  state  finance  systems  because  of 
the  precedent  established  in  the  Rodriguez  case.'" 

The  seminal  case  for  challenges  to  public  school  finance  systems  was  the  1971 
case,  Serrano  v.  Priest.'^^  The  contention  was  that  the  equal  protection  clause  of  the 
California  Constitution  and  the  Fourteenth  Amendment  to  the  U.  S.  Constitution  were 
violated  due  to  disparities  among  districts  in  the  amount  of  per-pupil  funding  caused  by 
variations  in  local  property  wealth.'*' 

The  California  Supreme  Court  ruled  that  the  public  state  finance  system  failed  the 
strict  scrutiny  test  and  violated  both  constitutions.  The  court  ruled  the  right  to  an 
education  in  public  schools  was  a  fundamental  right  that  could  not  be  conditioned  on 
wealth.""  Federal  and  state  equal  protection  guarantees  were  violated  because  of  gross 
disparities  in  district  revenue.  The  finance  system  failed  the  strict  scrutiny  standard 
because  the  financial  system  was  not  considered  necessary  to  further  local  administrative 
control.  The  doctrine  of  fiscal  neutrality,  the  concept  that  local  property  wealth  and 
educational  revenues  cannot  be  correlated,  was  applied  for  the  first  time  in  Serrano.'" 

Wealth  neutrality  was  upheld  when  the  court  reviewed  Serrano  II. '^^  In  1976,  the 
California  Court  revised  the  issue  as  well  as  allegations  that  the  state  legislature  had 
failed  to  adequately  address  the  school  finance  issue.  The  decision  in  Serrano  II  was 
-  based  on  wealth  neutrality  using  the  cost  quality  concept,  which  created  the  standard  for 
assessing  the  equity  of  the  state  finance  programs  as  student  equity.  Serrano  established 
a  manageable  standard  for  measuring  educational  opportunity.  The  foundation  for 
challenges  based  on  equal  protection  by  devising  the  wealth  neutrality  concept  and 
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the  Serrano  ruling."^ 

In  Van  Dusartz  v.  Hatfield.'^''  decided  six  weeks  after  Serrano,  a  United  States 
District  Court  in  Minnesota  held  that  the  state's  system  of  public  school  finance  violated 
the  equal  protection  guarantee  of  the  Fourteenth  Amendment.  The  court  found  that 
public  school  students  have  a  right  to  the  level  of  spending  for  their  education  unaffected 
by  variations  in  the  taxable  wealth  of  their  school  district."^  The  Van  Dusartz  court  did 
not  require  absolute  uniformity  of  school  expenditures  but  instead  looked  to  the  state 
legislature  to  remedy  the  situation.  The  court  encouraged  the  state  "to  adopt  one  of  many 
optional  financing  schemes  which  do  not  violate  the  equal  protection  clause.""* 

The  year  after  the  Serrano  decision,  the  state  Supreme  Court  of  New  Jersey  ruled 
in  Robinson  v.  Cahill'^^  that  the  public  school  foundation  system  violated  the  equal 
protection  clause  of  the  state  constitution  and  the  U.  S.  Constitution.  The  decision  was 
rendered  following  a  protracted  legal  battle  for  which  there  were  seven  state  supreme 
court  rulings.''^  The  court  ruled  that  the  "thorough  and  efficient"  language  of  the  state 
constitution  was  violated.  In  the  court's  opinion,  the  "thorough"  required  by  the  New 
Jersey  constitution  meant  something  beyond  the  minimum  foundation.  However,  the 
court  did  not  find  that  education  was  a  fundamental  right."' 

The  court  determined  that  a  direct  relationship  existed  between  expenditures  and 
educational  quality  and  that  per-pupil  funding  disparities  showed  the  state  failed  to 
provide  the  equal  opportunity  for  the  children  guaranteed  by  the  New  Jersey  state 
constitution.  Application  of  the  strict  scrutiny  standard  to  the  school  finance  system 
found  no  compelling  state  interest  to  justify  the  system.  The  New  Jersey  Supreme  Court 
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ordered  that  the  state  legislature  immediately  devise  a  new  financial  scheme  for  public 
education  in  the  state.^°° 

The  Robinson  case  gave  the  impetus  for  states  to  review  their  methods  of  school 
fund  allocation  by  the  scrutiny  of  education  clauses  that  had  language  such  as  thorough 
and  efficient,  adequate,  or  ample.  Whereas  Serrano  focused  on  equality,  Robinson 
focused  also  on  adequacy.""' 

In  Milliken  v.  Green.-"'  the  Michigan  Supreme  Court  held  that  the  state's  system 
of  school  relied  on  the  wealth  of  local  school  districts,  resulting  in  substantial  inequality 
of  maintenance  and  support  of  the  public  schools.  The  plaintiffs  argued  that  such 
inequality  denied  equal  protection  of  the  laws  as  guaranteed  by  the  Michigan 
Constitution. 

The  court  found  that  the  state  met  its  constitutional  obligation  of  providing  a  basic 
system  of  schools  throughout  the  state  and  that  the  Michigan  Constitution  did  not  require 
equal  expenditures  for  all  students  as  an  expression  of  equal  educational  opportunity. 
Because  the  court  did  not  require  absolute  equality  in  the  distribution  of  state  educational 
resources  to  each  child  in  the  public  schools,  the  Michigan  foundation  system  was  upheld 
as  constitutionally  valid.'"" 

In  1975,  the  Supreme  Court  of  Idaho  upheld  the  constitutionality  of  the  state's 
public  educational  finance  program  in  Thompson  v.  Enkeling.^"^  At  issue  was  the 
disparity  in  per-pupil  funding  among  districts  due  to  substantial  reliance  on  local  ad 
valorem  taxes  in  support  of  education.'"^  The  court  found  that  although  availability  of 
funds  was  critical  in  determining  educational  adequacy,  smaller  per-pupil  expenditures 
did  not  result  in  a  denial  of  equal  protection.^"^  Fostering  local  control  of  education  was 
found  by  the  court  to  be  a  rational  basis  for  promulgating  the  state's  foundation  finance 
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system.  The  court  majority  issued  strong  language  on  this  point  stating  that  acceptance 
of  equal  protection  arguments  "would  be  an  unwise  and  unwarranted  entry  into  the 
controversial  area  of  public  school  financing,  whereby  this  court  would  convene  as  a 
super  legislature,  legislating  in  a  turbulent  field  of  social,  economic,  and  political 
policy."-"*  Since  the  court  determined  that  education  was  not  a  fundamental  right,  the 
strict  scrutiny  test  was  not  applied.  Therefore,  the  Idaho  foundation  plan  was  upheld  as 
constitutional.^"' 

Again  in  1 976  the  constitutionality  of  a  state  foundation  system  was  upheld  in 
Olsen  V.  State  of  Oregon.''"  The  issue  was  the  disparity  in  per-pupil  spending  due  to 
heavy  reliance  on  local  wealth  for  fiinding  schools,  which  challenged  the  educational 
opportunity  of  students  residing  in  poorer  districts.  The  court  declared  that  the  Oregon 
Constitution  was  required  only  to  provide  a  basic  level  of  education  to  all  students  and 
did  not  dictate  uniform  per-pupil  funding  throughout  the  state.'" 

Horton  v.  Meskill'''  was  a  1985  decision  decided  by  the  Supreme  Court  of 
Connecticut  that  declared  the  public  school  finance  system  violated  the  state  constitution, 
but  not  the  federal  constitution.  The  court  relied  heavily  upon  Rodriguez  and  Robinson 
and  held  that  the  right  to  an  education  was  so  basic  and  fundamental  that  any 
infringement  of  that  right  must  be  "strictly  scrutinized."  Furthermore,  public  school 
students  were  entitled  equally  to  the  right  of  public  education  and  any  educational 
finance  system  that  depended  "primarily  on  a  local  property  tax  base  without  regard  to 
the  disparity  in  the  financial  ability  ...  to  finance  an  educational  program  and  with  no 
significant  equalizing  state  support,  cannot  pass  'strict  judicial  scrutiny'."  The  high  court 
stated  that  the  state  legislature  was  the  appropriate  body  to  develop  a  constitutional 
system  of  educational  finance.'^'^ 
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In  Pauley  v.  Kell'r''*  the  court  relied  on  the  state  equal  protection  clause  as  well  as 
the  "thorough  and  efficient"  language  of  the  state  constitution  to  render  its  decision.  The 
West  Virginia  Supreme  Court  declared  the  finance  system  discriminatory  and  in  violation 
of  the  state  constitution  because  a  thorough  and  efficient  system  of  education  was  not 
provided.-'^  The  court  was  not  willing  to  assess  equity  solely  on  fiscal  neutrality  and 
required  the  state  to  go  beyond  basic  skills  education  to  the  development  of  minds, 
bodies,  and  social  morality  and  to  the  preparation  of  students  for  useful  and  happy 
occupation,  citizenship,  and  effective  economic  participation.  The  Pauley  case  was 
important  because  student  success  was  defined  not  only  by  fiscal  input,  but  by  student 
output.  The  court  declared  that  children  should  be  educated  not  only  to  a  standard  of 
adequacy  but  also  to  their  capacity.''^ 

In  1980,  the  Ohio  finance  distribution  system  was  examined  by  the  state  supreme 
court  in  Board  of  Education  of  City  School  District  v  Walter.-'^  The  court  applied  the 
rational  relationship  test  to  the  system  but  declined  to  apply  the  strict  scrutiny  standard. 
The  Ohio  court  declared  that  the  state  had  a  rational  purpose  promoting  local  control  over 
education  and  that  the  constitutionality  of  legislative  acts  should  be  assumed  unless  a 
clear  violation  were  evident.  The  state  General  Assembly  had  a  record  of  attempting  to 
amend  funding  disparities  in  per-pupil  inequities.  The  court  ruled  that  the  distribution 
system  of  funding  was  not  irrational,  the  system  was  not  in  violation  of  the  state 
constitution,  and  that  the  Ohio  General  Assembly  had  not  abused  its  discretion."'^ 

In  McDaniel  v.  Thomas."'^  the  Georgia  Supreme  Court  ruled  that  although 
evidence  existed  of  a  positive  relationship  between  the  level  of  funding  and  educational 
opportunity,  the  school  financing  system  met  the  state  constitutional  requirement  of 
providing  basic  educational  opportunities  to  all  children.""  The  court  declared  that 
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education  was  not  a  fundamental  right  guaranteed  in  the  constitution  and  that  the  state 
did  not  violate  the  adequate  education  provision.  According  to  the  court,  the  state 
financing  system  had  a  rational  relationship  to  the  state  purpose  of  providing  a  minimum 
level  of  funding  to  each  student.  Although  the  court  recognized  substantial  per-pupil 
funding  disparities  in  the  system  and  urged  the  legislature  to  develop  a  more  equitable 
system  of  funding  schools,  the  funding  system  did  not  violate  the  Georgia  Constitution. 
The  court  concluded  that  education  was  not  a  fundamental  right  in  Georgia,  and 
disparities  in  school  funding  did  not  violate  either  the  state  equal  protection  or  education 
adequacy  provision.""' 

New  York's  foundation  distribution  system  was  upheld  by  the  court  of  appeals  in 
Levittown  v.  Nyquist""  in  1982.  At  issue  were  per-pupil  funding  inequities  among 
districts,  especially  in  urban  areas.  The  court  found  that  the  state  constitution  required 
only  that  a  free  public  schooling  system  be  provided,  not  equitable  per-pupil  funding. 
The  school  finance  system  did  not  violate  the  constitution  because  it  complied  with  this 
requirement  by  establishing  minimum  standards  for  funding.  The  court  cited  Rodriguez 
in  deciding  the  state  had  a  rational  purpose  in  allowing  local  control  of  education  and  that 
legislative  actions  did  not  result  in  funding  disparities.""  And,  although  the  court 
regarded  education  as  important,  it  was  not  a  fundamental  right.""" 

The  ruling  in  Plyler  v.  Doe"^  suggested  that  federal  involvement  in  educational 
equity  problems  remained  a  possibility.  At  issue  in  this  case  was  the  state's  reftisal  to 
educate  illegal  aliens.  The  Supreme  Court  ruled  that  mid-level  scrutiny  was  required, 
necessitating  substantial  relations  to  an  important  state  interest.  Although  the  case  was 
concerned  with  total  educational  deprivation,  the  court  did  not  rule  on  fundamentality."^ 
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In  Hombeck  v.  Somerset."^  the  state  school  funding  formula  was  challenged  in 
the  Maryland  Supreme  Court.  The  court  ruled  that  exact  per-pupil  funding  levels  were 
not  required."*  The  court  also  ruled  that  education  should  not  be  declared  a  fundamental 
right,  citing  Rodriguez.  Because  of  this  nonfundamentality  and  the  absence  of  a  suspect 
class  based  on  wealth,  the  strict  scrutiny  test  was  not  applied.  When  the  rational  basis 
test  was  applied,  the  court  determined  the  state  had  a  rational  basis  for  using  the  formula 
to  promote  local  control  as  denoted  by  the  "thorough  and  efficient"  requirement  in  the 
state  constitution.  The  supreme  court  found  that  the  funding  formula  did  not  violate 
either  the  state  constitution  or  the  Declaration  of  Rights.'^^' 

In  Dupree  v.  Alma.^^°  the  Arkansas  Supreme  Court  declared  that  the  state 
foundation  plan  violated  the  Arkansas  Constitution.  The  court  dismissed  the  claim  that 
the  goal  of  the  foundation  plan  was  to  advance  local  control  of  education  and  stated  that 
the  provision  of  more  equitable  funding  would  not  decrease  local  control.  The  court 
found  the  financing  scheme  failed  to  meet  the  state's  education  obligation  and  could  not 
find  a  rational  relationship  between  the  disparity  of  per-pupil  funding  among  districts  and 
the  needs  of  individual  districts.  The  issue  of  education  as  a  fundamental  right  was  not 
addressed  since  the  court  did  not  apply  the  strict  scrutiny  test.^^' 

The  Oklahoma  state  school  finance  system  withstood  a  challenge  to  its 
constitutionality  in  Fair  School  Finance  Council  of  Oklahoma  v  State."^  The  plaintiffs 
argued  that  the  state  educational  plan  was  inequitable  and  violated  the  equal  protection 
clause.-"  The  court  found  that  a  suspect  class  did  not  exist  and  that  no  fijndamental  right 
had  been  violated.  Furthermore,  since  the  purpose  of  the  plan  was  to  allow  local  control 
of  education  and  autonomy,  a  rational  relationship  existed  between  the  finance  plan  and  a 
legitimate  state  purpose.  The  plaintiffs  claims  that  the  system  violated  several 
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provisions  of  the  state  constitution  were  not  rejected  by  the  court.  Furthermore,  the  court 
held  that  a  law  would  be  found  constitutional  unless  it  could  be  clearly  demonstrated  that 
the  legislature  acted  arbitrarily  or  capriciously.  The  Oklahoma  public  school  finance 
system  was  upheld  as  constitutional  because  the  court  could  find  no  such  violation.-^'' 

The  South  Carolina  State  Supreme  Court  found  the  school  finance  system  valid  in 
Richland  v.  Campbell."^  The  court  found  that  the  foundation  system  allocated  more 
funds  to  poor  districts  and  therefore  had  a  rational  means  of  equalizing  educational 
opportunity.  The  South  Carolina  school  finance  system  was  declared  constitutional."* 

In  1989,  the  Montana  Supreme  Court  declared  that  the  state  school  funding 
system  was  unconstitutional  in  Helena  Elementary  School  District  v.  State. The  court 
interpreted  equal  educational  opportunity  as  a  constitutional  guarantee  and  adjudged  that 
the  finance  system  failed  to  ensure  equality  of  opportunity."*  Per-pupil  funding 
differences  among  school  districts  were  significant,  despite  the  systems  equalizing 
provisions."^  Therefore,  the  court  ruled  that  the  funding  disparities  violated  student 
rights  to  equal  educational  opportunity  under  the  state's  education  article.  The  state's 
arguments  of  fiscal  difficulties,  the  need  for  local  control,  and  that  outputs  should  be  used 
instead  of  inputs  to  measure  equal  opportunity  were  rejected.  The  court  found  that 
Montana's  minimum  foundation  program  did  not  provide  funds  for  even  a  minimal 
quality  level  of  education  and  that  the  system  was  in  violation  of  the  constitution.^"*" 
The  Texas  Supreme  Court,  in  Edgewood  v.  Kirby.^'"  ruled  that  the  state's 
-^constitution  was  violated  because  the  requirement  for  an  efficient  public  school  finance 
system  was  violated.  The  court  found  that  the  difference  in  the  property  wealth  of  school 
districts  was  substantial  with  taxable  wealth  in  the  richest  district  700  times  the  poorest 
district.  Despite  the  legislature's  attempts  to  reduce  the  funding  disparities  through  the 
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funding  was  not  sufficient  to  cover  minimum  requirements  mandated  by  the  state.^''^ 
The  concept  of  efficiency  was  a  focus  of  the  court's  discussion.  Ahhough  the 
constitution  did  not  specifically  define  "efficient,"  the  state  argued  that  efficient  meant 
simple  and  inexpensive.  However,  the  court  ruled  that  providing  all  students  with  equal 
educational  opportunity  and  districts  being  allocated  similar  revenue  were  mandates  for 
an  "efficient  system"  of  public  school  finance.  The  court  required  a  strong  relationship 
between  tax  effort  and  available  resources  and  equal  access  to  similar  revenues  per-pupil 
for  similar  tax  effort.  The  court  also  found  that  the  state  legislature  had  the  responsibility 
to  maintain  an  efficient  system  if  a  state  were  to  make  education  a  fundamental  right, 
including  funding  adequacy,  and  uniformity  of  educational  opportunities.  The  court 
concluded  that  a  state  financing  system  that  caused  wide  disparities  in  revenue  among 
school  districts  violated  the  "efficient"  provision  of  the  education  clause  of  the  Texas 
Constitution.^"^ 

In  Kukor  v.  Grover.^""  the  Wisconsin  Supreme  Court  upheld  the  state's  school 
finance  plan  against  charges  that  it  violated  the  constitution's  uniformity  requirement  and 
equal  protection  provision.  The  court  applied  a  rational  basis  standard  in  response  to 
claims  of  a  violation  of  equal  protection.  The  case  dealt  with  both  spending  disparities 
and  denial  of  educational  opportunity.  Funds  for  specific  programs  to  meet  the  needs  of 
disadvantaged  students  were  not  covered  by  considerations  of  uniformity.^"*' 
_v_     The  Kentucky  Supreme  Court  ruled  in  1 989  in  Rose  v.  Council  for  Better 
Education^''*  that  the  finance  program  as  well  as  the  entire  state  public  school  system 
violated  the  state  constitution's  requirement  for  efficiency.^"^  The  court  determined  that 
the  state  school  system  was  underfunded  and  inadequate,  fraught  with  inequities,  ranked 
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in  the  lower  20%  to  25%  of  categories  used  to  evaluate  educational  performance,  and 
lacked  uniformity  among  districts  in  educational  opportunities.^"^  The  court  agreed  that 
efficiency  referred  to  substantial  uniformity  of  resources  being  applied  throughout  the 
system  to  ensure  equal  opportunity  for  a  good  education. 

Furthermore  the  court  found  that  a  positive  correlation  existed  between  the  level 
of  expenditures  and  the  quality  of  education.  Because  of  substantially  different  levels  of 
school  funding  among  districts,  the  court  held  that  an  efficient  system  of  common 
schools  had  not  been  provided.  These  disparities  were  the  result  of  a  lack  of  uniformity 
and  lack  of  adequacy  of  the  local  and  state  funding  system  for  education.'^"' 

In  Abbott  v.  Burke.'^°  the  New  Jersey  Supreme  Court  found  the  public  school 
finance  system  unconstitutional  as  it  had  earlier  in  the  Robinson  decision.  At  issue  in  the 
Abbott  case  was  the  level  of  education  received  by  students  in  poor  urban  districts.  The 
state's  public  school  funding  system  was  declared  unconstitutional  for  these  districts 
because  students  did  not  receive  the  "thorough  and  efficient"  education  mandated  by  the 
state  constitution.-' '  The  constitutional  failure  was  characterized  by  the  judiciary  as 
"clear,  severe,  extensive,  and  of  long  duration."-'^  Funding  levels  were  required  to  be 
"certain"  and  "adequate"  each  year  in  poor  urban  districts  to  meet  the  educational  needs 
of  these  disadvantaged  districts.-"  According  to  the  court,  the  state  had  an  obligation  to 
provide  a  minimum  level  of  educational  opportunity.^^'' 

The  court  referenced  its  decision  in  Robinson. 

-  —  -    If  the  lowest  level  of  expenditures  per-pupil  constituted  a  thorough  and  - 
efficient  education,  then  the  constitutional  implication  that  no  matter  how 
many  districts  were  spending  well  beyond  the  level,  the  system  would  be 
constitutional.'^" 
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In  1990,  the  court  ordered  the  legislature  to  raise  spending  in  the  state's  poorest 
urban  school  systems  "to  assure  that  poorer  urban  districts'  educational  funding  was 
substantially  equal  to  that  of  property-rich  districts.     The  court's  order  to  amend  the 
finance  formula  was  directed  specifically  to  urban  districts  with  little  wealth  and  did  not 
address  other  educational  disparities  in  the  state.  The  amended  plan  could  not  depend  on 
the  taxing  ability  of  local  districts."" 

The  Abbot  Il."^Mecision  in  1990  was  historic  because  the  court  required  more 

than  equity  between  rich  and  poor  districts.  The  court  also  held  that  adequate 

opportunities  required  equitable  funding,  with  imbalances  favoring  the  needy.^'' 

According  to  the  court, 

the  level  of  education  offered  to  students  in  some  of  the  poorer  urban  "basic 
skills"  districts  is  tragically  inadequate.  In  fact,  if  absolute  equality  were  the 
constitutional  mandate,  and  "basic  skills"  sufficient  to  achieve  that  mandate,  there 
would  be  little  short  of  a  revolution  in  the  suburban  districts  when  parents  learned 
that  basic  skills  is  what  their  children  were  entitled  to,  limited  to,  and  no  more."*" 

In  the  Oregon  case  of  Coalition  for  Equitable  Funding  v.  State."^'  the  plaintiffs 

alleged  that  the  state  failed  to  ensure  that  the  local  districts  had  funds  necessary  to  meet 

state  established  standards  by  pointing  out  that  the  state  constitution  included  a  provision 

for  schools  of  uniform  quality  "and  that  a  claim  might  be  considered  if  proven  that  the 

funding  system  lacked  uniformity."  The  Oregon  state  court  upheld  the  educational 

finance  system;  however,  the  court  left  the  door  open  for  future  challenges.  In  this  case, 

the  court  indicated  that  the  safety  net  amendment  to  the  constitution  voted  by  the 

electorate  in  1 987  provided  a  remedy  for  funding  disparities  by  giving  local  districts  the 

right  to  levy  local  taxes  without  voter  approval  if  the  money  was  not  available  from  state 

sources.  The  court  ruled  there  was  no  violation  of  the  equal  protection  clause  because  the 


amendment  anticipated  potential  disparities  and  provided  a  mechanism  for  addressing  the 
disparities."" 

The  Nebraska  Supreme  Court  addressed  the  issue  of  equality  of  education  across 
districts  in  Gould  v.  Orr^^  in  1993.  The  plaintiffs  claimed  that  children  from  poor 
districts  did  not  have  equal  access  to  resources  and  courses  necessary  for  them  to 
compete  with  their  counterparts  in  wealthy  districts  due  to  funding  disparities  among 
districts.  The  court  rejected  the  claim  saying  the  state  constitution  guaranteed  free 
instruction,  not  equal  instruction,  and  that  the  plaintiffs  failed  to  establish  that  spending 
differences  affected  educational  quality.^*'' 

In  Tennessee  v.  Small  School  Svstems  et.  al.  V.  Mc  Wherter.^^^  the  court 
determined  that  the  state  educational  system  was  unconstitutional  and  directed  the 
legislature  to  develop  an  appropriate  funding  system.  The  court  declared  that  education 
was  a  fundamental  right,  applied  the  strict  scrutiny  test,  and  found  that  the  state  system 
failed  the  strict  scrutiny  and  the  rational  relationship  standards  of  review  applied.  The 
court  also  determined  that  local  control  was  not  a  compelling  basis  for  a  school  finance 
system  when  the  consequent  effect  was  inequity  in  educational  opportunities.^^ 

Subsequent  rulings  by  high  courts  in  Massachusetts,  Arizona,  Wyoming,  Ohio, 
and  Vermont  found  the  state  finance  systems  unconstitutional.  Lower  court  decisions  in 
Missouri  and  Alabama  struck  down  the  public  school  finance  systems.  The  issues  of 
adequacy  and  equity  were  conjoined  in  these  decisions.  However,  plaintiffs  have  not 
prevailed  in  all  cases.  State  supreme  court  cases  in  Wisconsin,  Minnesota,  North  Dakota, 
Virginia,  Maine,  Rhode  Island,  Illinois,  and  Alaska  were  not  successful  in  challenging 
the  state  finance  system.  The  courts  generally  have  found,  in  these  cases,  the  constitution 
was  not  abridged  because  some  basic  level  of  education  was  available  to  all  students.  In 
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states  where  public  education  finance  systems  have  been  invalidated,  the  construct  of 
equity  could  not  be  separated  from  the  construct  of  adequacy.  The  court's  call  was  for 
quality  education  for  all  students.'*^ 

In  the  past,  the  courts'  findings  relative  to  adequacy  have  been  less  than 
definitive.  In  Rodriguez,  an  adequate  education  was  defined  by  the  court  as  one  that 
"provided  each  child  with  an  opportunity  to  acquire  the  basic  minimal  skills  necessary 
for  the  enjoyment  of  the  rights  of  speech  and  full  participation  in  the  political  process."-^* 
The  definition  of  adequacy  by  the  court  in  terms  of  minimal  skills  set  the  standard  for 
subsequent  cases. 

According  to  theories  emerging  from  the  courts  invalidating  finance  plans, 

Verstegen  developed  the  following  definition  of  adequacy. 

An  adequate  education  system  ensures  that  a  child  is  equipped  to  participate  in 
political  affairs  and  compete  with  his  or  her  peers  in  the  labor  market  regardless 
of  circumstances  of  birth  or  where  that  child  is  educated. 

In  the  1 979  Pauley  ruling,  adequacy  was  implicit  in  the  court  mandate  that  the 
educational  system  be  in  alignment  with  the  state  constitution  for  a  thorough  and  efficient 
system.  The  court  sought  details  for  a  quality  system  including  curriculum,  facilities, 
materials  and  equipment,  and  personnel."™ 

In  1982,  the  court  applied  the  minimal  skills  necessary  standard  in  the  Nyquist 
case  and  upheld  the  state  educational  funding  system  as  constitutional.  The  court  found 
that  the  plaintiff  had  not  demonstrated  that  the  educational  facilities  or  services  provided 
fell  below  the  statewide  minimum  standard  of  educational  quality  and  quantity.  The 
court  relied  on  the  minimum  standard,  as  in  Rodriguez,  as  the  floor  for  adequate 
education  and  commented  that  "the  Federal  Court  may  be  said  to  fix  a  floor  for  the  rights 
of  our  people,  the  ceiling  may  be  set  by  each  states  o\m  constitutional  charter. 


In  the  Rose  case,  the  Kentucky  Supreme  Court,  citing  Pauley,  judged  the  school 
system  to  be  "constitutionally  deficient"  and  mandated  the  state  design  a  system  to 
guarantee  all  children  an  opportunity  for  an  adequate  education.  The  court  made  clear 
with  its  mandate  that  the  seven  identified  elements  of  an  adequate  educational  system 
were  established  as  minimum  standards."''^ 

In  1990,  the  New  Jersey  Supreme  Court  required  in  Abbott  II  that  the  legislature 
provide  funding  that  would  be  adequate  to  meet  the  special  educational  needs  of  less 
affluent  urban  districts.  The  court  noted  the  importance  of  providing  a  minimum  level  of 
educational  opportunity  for  the  students  and  understood  that  this  minimum  level  for  an 
adequate  education  would  vary  for  all  students,  meaning  something  individual,  and 
perhaps  unequal,  for  each  student."" 

Adequacy  was  at  issue  in  the  case  Alabama  Coalition  for  Equity  and  Adequacy  v. 
Hunt."''  The  court  found  the  Alabama  schools  inadequate  and  established  specific 
criteria  for  adequacy  using  the  state's  guidelines  and  policies  for  guidance.  Using  these 
guidelines  to  evaluate  Alabama  schools,  the  court  found  that  "if  inadequate  educational 
opportunities  exist  in  some  systems,  then  the  system  as  a  whole  must  be  deemed 
inadequate."-"  The  court  defined  that  the  essential  principle  of  the  system  of  public 
schools  required  by  the  Alabama  Constitution  was  to  provide  an  adequate  education  for 
students.-^^ 

Recent  cases  in  Alabama,  Massachusetts,  and  Rhode  Island,  in  which  the  courts 
found  the  finance  systems  to  be  unconstitutional,  the  courts  definition  of  adequate  was 
pivotal.  In  Hunt.  McDuffv  v.  SecV  of  the  Executive  Office  of  Education.-^^  and 
Pawtucket  v.  Sundlum'^^  the  courts'  findings  relative  to  adequacy  became  more 
definitive. 


83 

Florida  Court  Cases  on  Finance  Equity 

Florida's  constitution  mandated  that  "adequate  provision  shall  be  made  by  law  for 
a  uniform  system  of  free  public  schools.""'  The  interpretation  of  adequacy  by  the  court 
was  critical  to  states,  like  Florida,  whose  constitution  explicitly  mandated  an  adequate 
provision  in  the  state  education  clause. 

The  education  finance  system  in  Florida  has  withstood  several  recent  challenges. 

Legal  challenges  to  Florida's  funding  system  have  focused  on  whether  the  funding 

system  violated  the  state  equal  protection  clause  or  the  uniformity  requirement. 

Specifically,  litigation  concerning  the  funding  system  challenged  the  optional  local 

millage.  To  date,  the  court  has  upheld  the  discretionary  local  effort  and  found  that 

The  Florida  education  funding  formula,  in  allowing  leeway  millage,  does 
not  violate  the  equal  protection  clause,  and  substantial  equality  of 
education  is  not  prevented  by  the  use  of  leeway  millage."*" 

In  1991,  the  court  upheld  the  state  constitutional  requirement  of  a  uniform  system 

in  St.  Johns  County.  Florida  v.  Northeast  Florida  Builders  Association.^*'  The  court 

determined  that 

the  state  constitutional  requirement  of  "uniform  system"  of  public  schools  only 
requires  that  system  be  provided  that  gives  every  student  equal  chance  to  achieve 
basic  educational  goals  prescribed  by  legislature,  not  that  every  school  district  in 
the  state  receive  equal  funding  or  that  each  educational  program  be  equivalent.^*^ 

However,  the  legislature  was  encouraged  by  the  court  to  evaluate  the  fiscal  restraints  as 

to  impediments  to  educational  enhancements.^*^ 

The  Florida  Supreme  Court  upheld  the  legislature's  authority  to  establish  a  cap  on 

discretionary  millage  in  Florida  Department  of  Education  v.  Glasser^*"  in  1993  and  ruled 

against  the  Sarasota  school  district  in  this  case.  This  ruling  in  effect  limited  the 

discretion  of  Florida  school  districts  to  continue  programs  at  risk  due  to  decreased 
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educational  funding  by  levying  additional  taxes  above  cap  set  by  the  legislature. 
Although  the  court  did  not  define  adequate  state  funding,  it  implied  that  the  situation  was 
other  than  adequate.  The  opinions  of  the  justices  highlighted  the  adequacy  issue  and  kept 
the  door  open  for  future  litigation.  Justice  Barkett  encouraged  school  districts  to  direct 
their  efforts  toward  "assuring  adequate  state  funding  for  all  the  educational  needs  of  all 
our  children."  Justice  Kogan  opined  that  the  time  may  come  "when  competing  legal 
restraints  of  the  constitutional  requirement  for  education  uniformity  v.  the  constitutional 
restrictions  on  the  tax  base  cannot  be  reconciled  in  at  least  some  counties  without 
substantially  altering  the  present  taxing  system."^*' 

The  educational  finance  plan  in  Florida  was  challenged  again  in  1994.  The 
Coalition  for  Adequacy  and  Fairness  in  School  Funding  Incorporated,  as  well  as  45 
districts  and  other  individuals,  filed  suit  in  Leon  County  circuit  court  claiming  the  State 
of  Florida  failed  to  provide  adequate  educational  opportunity  in  the  public  schools  in 
violation  of  the  state  constitution.  Specifically,  the  plaintiffs  alleged  that  the  students  in 
the  public  schools  were  deprived  of  the  opportunity  to  obtain  an  adequate  education,  the 
parents  of  many  students  were  deprived  of  an  opportunity  to  provide  an  adequate 
education  for  their  children,  and  school  districts  and  professionals  were  deprived  of  the 
ability  to  carry  our  their  constitutional  and  statutory  responsibility.^**  The  complaint  was 
ultimately  dismissed. 

Legal  Summarv 

Fiscal  equity  has  been  the  goal  of  school  finance  litigation  for  the  past  50  years. 
Central  to  fiscal  equity  was  the  belief  that  the  education  a  child  receives  should  not  be 
dependent  on  the  wealth  of  the  district  in  which  the  child  resided.  Traditionally,  the  main 
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criterion  used  to  evaluate  fiscal  equity  has  been  the  per-pupil  expenditures  for  each 
district.-^^ 

Recently,  the  concept  of  fiscal  equity  has  been  broadened  to  require  that  every 
child,  regardless  of  circumstances,  receive  adequate  educational  opportunities. 
Education  costs  vary.  Some  students  may  require  more  money  to  purchase  their  basic 
educational  needs  than  others.  Consequently,  the  criteria  for  determining  equity  has 
increasingly  become  more  outcome,  rather  than  input  related.^^* 

Both  equity  an  adequacy  were  issues  in  school  educational  funding  challenges. 
State  school  funding  systems  can  be  challenged  based  on  the  equal  protection  clause  of 
the  state's  constitution  or  on  the  interpretation  of  the  wording  of  the  state's  education 
clause.  Recent  decisions  by  state  courts  on  the  constitutionality  of  finance  systems  have 
turned  on  whether  the  system  provided  sufficient  revenue  for  all  students  to  acquire  the 
constitutionally  required  level  or  standard  of  education.  In  states  where  the  finance 
system  has  been  invalidated,  the  high  court  has  defined  this  standard  by  applying  the 
language  in  the  state  education  article  and  interpreting  it  according  to  the  current  time.^^' 

These  courts  found  a  minimum  or  basic  education  to  be  inadequate  and  therefore 
unconstitutional.  The  constructs  of  equity  and  adequacy  were  joined  because  what  the 
court  determined  as  adequate  was  largely  determined  by  the  educational  resources  and 
learner  outcomes  evident  in  the  highest  spending  districts.  Conversely,  in  states  where 
the  finance  system  has  been  upheld,  the  minimalist  standard  set  in  Rodriguez  was  applied 
by  the  courts;  i.e.,  because  all  students  had  access  to  a  minimum,  basic  education,  the 
system  was  not  unconstitutional  despite  disparities  in  educational  quality  and  equality.^'" 

Recent  litigation  has  focused  on  adequacy  issues  while  emphasizing  equity. 
Plaintiffs  suits  have  gone  beyond  per-pupil  expenditures  and  have  called  into  question 
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whether  the  amount  being  spent  equated  to  an  adequate  or  fair  level  of  resources  to  meet 
constitutional  provisions.  Courts  in  Alabama,  Kentucky,  Massachusetts,  Vermont  and 
Wyoming  have  ruled  in  favor  of  the  plaintiffs  finding  that  funds  determined  by 
foundation  formulas  that  set  a  minimal  guarantee  of  funding  were  insufficient.  The 
Wyoming  high  court  ordered  the  legislature  to  define,  design,  and  provide  funds  for 
educational  goods  and  services  guaranteeing  each  student  "a  complete,  proper,  and 
quality  education."-^'  This  decision  had  national  implications  because  it  asked 
lawmakers  to  specifically  define  and  assess  the  costs,  district  by  district,  of  what 
constituted  a  fair,  equitable,  adequate,  and  quality  education.  Minimal  foundation 
programs,  implemented  currently  in  40  states,  may  no  longer  meet  the  condition  of 
minimal  adequacy  since  adequacy  and  equity  were  associated.'^'^ 

The  implication  is  that  finance  systems  must  close  the  gap  between  the  best  and 
worst  financed  school  system  in  the  state  and  provide  equal  opportunities  for  excellence 
in  education.  Finance  systems  of  the  fiature  would  be  grounded  on  the  belief  of  a  high- 
quality  education  for  all  children,  not  a  basic  or  minimum  education.  The  goal  would  be 
equity  and  excellence  for  all  children.'^" 

This  section  reviewed  legal  principles  and  cases  relative  to  finance  equity. 
Chapter  2  concludes  with  a  discussion  of  current  issues  in  educational  finance. 

Current  Education  Finance  Issues 
In  this  concluding  section  to  Chapter  2,  current  issues  related  to  educational 
finance  that  affect  equity  were  discussed.  These  issues  included  state/federal  fianding, 
per-pupil  expenditures,  allocation  of  resources,  standards-based  education,  performance- 
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based  funding,  school  based-budgeting,  facilities,  local  property  taxes,  and  finally  the 
shift  from  equity  to  adequacy. 

Equity  has  continued  to  be  a  critical  issue  in  educational  finance.  Concerns 
surrounding  taxation  are  becoming  increasingly  complicated  as  the  courts  become  more 
aggressive  with  demands  for  equity  and  quality  in  education.  The  entire  school  finance 
issue  is  complex.  This  complexity  is  intensified  by  public  concerns  that  schools  may  be 
funded  at  different  levels.  The  concept  of  treating  people  unequally  via  of  recapturing 
dollars  from  rich  districts  has  typically  been  more  difficult  for  the  public  to  accept  than 
the  idea  of  providing  equal  dollars  for  everyone.  The  use  of  simple  market  forces  such  as 
charter  schools,  parental  choice,  or  vouchers  may  have  greater  public  acceptance  than 
complex  finance  reform.  As  dollars  spent  for  education  have  increased,  the  public  has 
required  greater  fiscal  accountability.'^^"  ^ 

In  addition  to  this  skepticism,  public  schools  are  confronted  with  a  demand  for 
resources  unprecedented  in  recent  history.  Rising  enrollments  have  created  the  need  for 
more  space  and  teachers.  Schools  have  also  been  searching  for  additional  resources  to 
implement  new  reforms.  The  majority  of  educational  reform  bills  enacted  in  recent  years 
involving  standards-based  education,  performance  funding,  and  site-based  management 
as  well  as  continuing  issues  such  as  per-pupil  expenditures,  allocation  of  resources, 
facilities,  local  property  taxes,  and  the  increasing  emphasis  on  adequacy  have  put  a 
growing  burden  on  state  funding  formulas.^'' 

- "       Although  states  are  individually  responsible  for  school  funding,  they  have 
traditionally  turned  control  of  school  finances  over  to  school  districts.  This  has  created  a 
system  of  de  facto  economic  determinism.  Wealthy  districts  with  high  property  values 
fund  their  schools  at  high  levels  with  monies  generated  from  what  are  often  very  low 
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property  taxes.  Districts  with  low  or  declining  property  values  must  subsist  with  low 
levels  of  revenue  generated  from  extremely  high  property  taxes.  To  counter  this  buih-in 
inequity,  the  legislatures  in  most  states  have  devised  funding  plans  that  guarantee  all 
schools  minimum  funding  on  a  per-pupil  basis.  This  provides  each  school  with  revenue 
for  a  basic  level  of  education  for  all  students.  However,  these  "foundation"  plans  may 
not  have  eliminated  the  gross  disparities  in  funding  among  schools  since  districts  may 
add  property-tax-generated  revenues  to  the  foundation  amounts.  Ideally,  restructured 
financing  plans  will  tend  to  "level  up"  the  poorer  districts  to  funding  levels  that 
approximate  those  in  wealthier  districts.  Most  school  funding  litigation  during  the  last 
two  decades  has  focused  on  the  area  of  financial  inequity  and  the  attendant  lack  of  equal 
educational  opportunity  engendered  by  these  plans.^'^ 

Federal  and  State  Funding 

The  level  of  federal  and  state  funding  local  districts  received  has  begun  to  shrink 
in  recent  years.  Table  2-8  shows  that  local  spending  as  a  percentage  of  total  spending 
declined  from  53%  in  1972  to  a  low  of  44%  in  1987.  State  spending  grew  quickly  over 
this  same  period  of  time,  from  38%  in  1972  to  53%  in  1987.  However,  by  1992,  the 
trend  had  reversed,  with  local  spending  rising  again  to  47%  of  all  spending  and  state 
spending  declining  to  46%  of  spending.  Federal  assistance  has  been  minimal  and 
aberrant  during  this  period,  declining  from  9%  of  all  spending  in  1967  to  7%  in  1992.^^'' 

Per-Pupil  Expenditures 

The  United  States  annually  spends  over  $300  billion  each  year  on  public 
elementary  and  secondary  education.  Public  education  is  generally  the  largest  cost  item 
in  state  budgets.-**  Real  expenditures  for  K-12  education  in  the  United  States,  adjusted 
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for  inflation,  increased  from  $2  billion  in  1980  to  almost  $190  billion  in  1990.  This 
growth  in  expenditures  for  education  was  three  times  the  Gross  National  Product  (GNP). 
Public  education  for  K-12  represented  3.6%  of  the  GNP  in  1990  compared  to  4.0%.  in 
1 970,  2.8%  in  1 960,  and  1%  a  century  before.-'' 

Table  2-8.  Funding  Sources  for  Public  Elementary  and  Secondary  Education 


Funding  Sources 

1967 

1972 

1977 

1982 

1987 

1992 

Local 

53% 

53% 

48% 

45% 

44% 

47% 

State 

38% 

38% 

43% 

48% 

50%. 

46% 

Federal 

9% 

9% 

9% 

7% 

6% 

7%. 

Total 

100% 

100% 

100% 

100% 

100% 

100% 

Source:  NCES  Digest  of  Education  Statistics,  1994,  Table  157 

Since  the  1920s,  per-pupil  expenditures  for  education  have  grown  an  average  of 
50%  each  decade.  Nationwide,  expenditures  per-pupil  have  increased  by  one  third  each 
decade  for  the  last  five.^™  Figure  2-1  shows  that  the  rate  of  growth  actually  declined  in 
the  1970s  and  1980s. 


Table  2-9.  K-12  Per-Pupil  Expenditures/ 1920- 1990 


Year  Percent  Change 


1920-30  100% 

1930-40  30% 

1940-50  44% 

1950-60                   _            _  51% 

1960-70  67% 

1970-80  36% 

1980-90  35% 


Source:  NCES,  1993  Digest  of  Educational  Statistics,  Table  162,  p.  160 
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The  index  used  for  the  cost  of  living  adjustments  made  a  difference  in  the  real 
growth  rate  calculated.  In  1967,  public  K-12  schools  spent  $499  per-pupil.  By  1991, 
spending  increased  to  $4,902  per-pupil.  This  showed  an  increase  of  880%  before  cost  of 
living  adjustments,  but  did  not  indicate  accurately  the  investment  in  resources.  A  cost  of 
living  adjustment  was  necessary  to  understand  how  much  educational  spending  has 
grown  relative  to  other  goods  and  services.  Most  analyses  of  educational  spending  over 
time,  including  the  National  Center  for  Education  Statistics,  currently  use  the  Consumer 
Price  Index  (CPl)  or  the  Gross  Domestic  Product  (GDP).^"'  According  to  the  CPI, 
expenditures  per  student  have  more  than  doubled,  increasing  by  1 1 5%  in  real  terms  since 
1966-67  from  $2,782  per  enrolled  pupil  to  $5,990.  This  represents  an  average  growth 
rate  of  over  3%  per  year  over  inflation,  as  measured  by  the  CPI.^°^ 

These  indices  adjusted  spending  in  education  by  the  amount  that  either  prices  for 
consumers  (CPI)  or  the  entire  economy  (GDP)  grew.  Some  argue  that  schools  do  not 
purchase  a  market  basket  of  goods  that  is  indicative  of  a  typical  consumer's  purchases  or 
the  total  production  of  the  nation.  The  argument  has  been  that  because  schools  rely 
heavily  on  people,  they  should  be  compared  only  to  service  industries  which  are  also 
labor  intensive.  The  Economic  Policy  Institute  claimed  the  National  Service  Index  (NSI), 
a  relatively  new  adjustment  for  inflation,  more  fairly  compared  the  industry  of  education 
to  other  sectors.  This  NSI  index  showed  a  slower  growth  rate  in  spending  than  the  CPI  or 
GDP.^°^  However,  Odden  believed  this  institute's  argument  for  a  more  generic 
--  —  educational  inflation  adjustment  should  be  challenged.  According  to  Odden,  the  CPI 
should  be  the  relevant  inflation  factor  because  the  CPI  was  the  factor  used  in  almost  all 
other  parts  of  the  economy  to  adjust  for  inflation  and  because  tax  dollars  come  from 
households  where  the  CPI  was  used.^"" 
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Every  state  in  the  union  experienced  significant  growth  in  per-pupil  expenditures 
ranging  from  a  less  than  doubling  of  expenditures  per-pupil  in  Utah,  to  an  increase  of 
nearly  five  times  in  New  Jersey  and  in  Washington,  D.C.  By  1992,  New  Jersey  spent 
three  times  more  than  Utah  spent  per-pupil.^°' 

Spending  on  K-12  education  across  the  United  States  and  across  local  school 
districts  has  long  been  characterized  by  disparities  that  reflect  differences  in  property 
wealth  and  tax  rates.^°^  A  study  by  the  U.S.  Government  Accounting  Office  (GAO) 
published  in  1998  found  that  high-income  districts  out  spent  low-income  districts  by  an 
average  of  24%  more  per  student  in  the  1991-92  school  year,  the  most  recent  year  for 
which  comparable  data  were  available  across  states.  The  study  suggested  that  a  state's 
share  of  school  spending  may  have  a  bigger  impact  on  equity  than  targeting  state  aid  to 
low-income  districts.  For  example,  Washington  state  did  little  targeting  but  contributed 
75%  of  all  school  funds  in  1991-92.  The  result  was  that  the  poorest  districts  had  only 
$225  less  per-pupil  than  wealthy  ones.  And  although  state  aid  moved  districts  closer  to 
parity,  it  did  not  close  the  equity  gap.  Connecticut  provided  three  times  more  state  aid  to 
poor  districts  than  wealthy  districts  in  1991-92.  However,  rich  districts  raised  three  times 
more  revenue  than  poor  ones  and  spent  34%  more  on  poor  students.  The  study  also 
found  that  29  states  would  have  to  shift  their  funding  away  from  wealthy  districts  to  poor 
or  middle  income  districts  or  both  to  enable  all  districts  to  spend  the  state  average  per- 
pupil  while  also  changing  the  average  tax  rate.^°^ 

This  GAO  report  also  found  that  state  and  federal  money  narrowed  the  gaps 
between  high-and  low-poverty  school  districts  but  failed  to  equalize  spending  in  states 
with  most  of  the  nation's  poor  children.  The  GAO  study  discovered  that  federal  grant 
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money  eliminated  funding  gaps  in  16  of  37  states  but  fell  short  of  helping  two  thirds  of 
poor  children  who  live  in  the  21  states  with  inequitable  funding.^"* 

The  report  claimed  that  the  size  of  the  grants  from  federal  and  state  programs  was 
more  important  in  eliminating  spending  gaps  than  special  formulas  targeted  to  helping 
impoverished  areas.  The  GAO  study  concluded  that  the  heavy  reliance  by  schools  on 
property  tax  revenues  was  unfair  to  poor  areas.  The  report  found,  "Despite  state  and 
federal  efforts  to  close  the  funding  gap,  the  most  important  factor  determining  the  size  of 
the  gap  was  the  tax  effort  of  the  high-poverty  districts  compared  with  low-poverty 
districts."^"'  These  results  supported  plaintiffs  court  arguments  in  school  finance 
lawsuits  that  funding  mechanisms  that  relied  on  property  taxes  were  unfair  to  low- 
income  areas  because  high-wealth  districts  were  able  to  raise  more  money. 

Some  states  closed  their  spending  gaps  by  raising  their  share  of  total  school 

spending  and  by  targeting  aid  to  poor  districts.  The  GAO  report  concluded,  "In  general, 

the  larger  the  equalization  effort  in  these  states  in  the  school  year  1991-92,  the  smaller 

the  funding  gaps  between  poor  and  wealthy  districts  ...  to  more  successfully  address 

funding  gaps,  most  states  would  have  to  increase  state  equalization  efforts  and  impose 

some  restraints  on  local  tax  efforts."^'" 

The  effect  of  inequitable  finance  systems  was  reported  to  Congress  in  1991. 
Inequitable  systems  of  school  finance  inflict  disproportionate  harm  on  minority 
and  economically  disadvantaged  students.  On  an  inter-state  basis,  such  students 
are  concentrated  in  states,  primarily  in  the  South,  that  have  the  lowest  capacities 
to  finance  public  education.  On  an  intra-state  basis,  many  of  the  states  with  the 
widest  disparities  in  educational  expenditures  are  large  industrial  states.  In  these 
—        -states,  many  minorities  and  economically  disadvantaged  students  are  located  in 
property-poor  urban  districts  which  fare  the  worst  in  educational  expenditures 
(or)  in  rural  districts  which  suffer  from  fiscal  inequity.^" 

Darling-Hammond  claimed  the  U.S.  educational  system  was  one  of  the  most 

unequal  in  the  industrialized  world  by  stafing,  "In  contrast  to  European  and  Asian 
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nations  that  fund  schools  centrally  and  equally,  the  wealthiest  10%  of  U.S.  school 
districts  spend  nearly  10  times  more  than  the  poorest  10%  and  spending  ratios  of  3  to  1 
are  common  within  states."^'-  Darling-Hammond  concluded  that  educational  outcomes 
for  minority  children  were  much  more  a  function  of  their  unequal  access  to  key 
educational  resources  than  they  were  a  function  of  race. 

Verstegen  found  a  significant  relationship  between  federal,  state,  and  local 
educational  revenue  and  student  achievement.  However,  no  relationship  was  found 
between  basic  test  scores  and  educational  spending.  Verstegen  also  researched  the  issue 
of  revenue  distribution  which  resulted  in  four  key  findings.  First,  revenue  increases  in 
state  and  districts  were  not  equal.  Second,  wealthy  states  with  relatively  more  affluent 
children  received  an  increase  in  funds  while  less  affluent  states  with  large  numbers  of 
poor  children  received  decreasing  funds.  Third,  all  new  revenue  received  by  the  states 
was  a  result  of  educational  reform  initiatives.  Fourth,  the  gaps  in  equity  and  quality 
among  school  districts  and  states  were  increasing.'"^ 

Kozol  summarized  some  startling  facts  about  inequities  in  school  spending  and 
school  facilities  in  the  United  States  in  Savage  Inequalities.'^''*  He  found  that  the  amount 
spent  per-pupil  ranged  from  $1500  to  $15,000,  depending  on  where  a  child  lived.  Kozol 
described  the  striking  differences  between  public  schools  serving  students  of  color  in 
urban  settings  and  their  suburban  counterparts,  which  typically  spent  twice  as  much  per 
student  for  populations  with  many  fewer  special  needs.^" 

Allocation  of  Resources 

Across  the  United  States,  schools  spent  approximately  60%  of  their  resources  on 
direct  student  instruction.  This  percentage  has  remained  constant  regardless  of  the 


amount  spent  per-pupil  and  was  consistent  across  grade  levels.  This  consistency  in  the 
pattern  with  which  schools  spent  educational  funds  suggested  that  the  effectiveness  of 
new  money  on  student  performance  may  be  limited.  Unless  these  resources  were  used  in 
new  ways,  the  potential  effectiveness  of  those  new  dollars  was  restricted.^'* 

A  report  from  the  Consortium  for  Policy  Research  in  Education  (CPRE)  found 
that  spending  patterns  between  high-  and  low-expenditure  districts  were  remarkably 
similar  and  that  high  spending  districts  offered  more  of  the  common  basket  of 
educational  goods  than  did  low  spenders.  Student  performance  increases  were  unlikely 
to  occur  when  additional  revenues  were  spent  in  the  same  way  as  current  educational 
revenues.  The  persistent  public  perception  that  schools  do  not  use  existing  dollars 
effectively  heightened  the  problem.  This  negative  perception  inhibited  public  support  for 
the  investment  of  dollars  and  effort  required  to  help  all  students  meet  higher  standards.^'' 

Studies  by  Hanushek  have  confirmed  that  the  resources  devoted  to  education  have 
increased  dramatically  in  recent  years.  Expenditures  per-pupil  in  U.S.  schools  has  more 
than  doubled  in  real  terms  over  the  past  25  years.  A  decomposition  of  the  spending 
growth  shows  that  this  increase  was  propelled  by  a  combination  of  falling  per-pupil 
ratios,  increasing  real  wages  to  teachers,  and  rising  expenditures  outside  the  classroom. 
While  the  expansion  of  education  for  the  handicapped  has  had  a  disproportionate  effect 
on  spending,  most  of  the  growth  in  expenditures  during  the  1 980s  came  from  other 
sources.^'* 

-Although  spending  per-pupil  has  increased  dramatically  in  the  last  three  decades, 
the  way  schools  looked  and  operated  has  not  changed  much  for  a  majority  of  the 
students.  Results  from  the  report  of  the  Economic  Policy  Institute  have  shown  that  from 
1967  to  1991,  schools  spent  more  "at  the  edges"  than  for  basic  classroom  instruction.^" 
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A  large  portion  of  new  dollars  outside  instruction  can  be  attributed  to  new 
services  and  expectations.  Though  an  average  of  56%  of  new  dollars 
added  since  1967  went  to  instruction,  very  few  of  them  reached  into  the 

regular  classroom  On  an  average,  districts  spent  3%  to  reduce  class 

size.  Districts  averaged  20%  of  their  new  dollars  to  raise  average  teacher 
compensation.  But  this  spending  did  not  raise  the  attractiveness  of  teacher 
salaries  attracting  a  higher  quality  of  teacher  into  the  classroom.  Instead, 
the  new  dollars  on  compensation  went  to  keep  up  with  the  spiraling  cost 
of  benefits  to  retain  an  aging  teaching  force.  Around  one  tenth  of  the  new 
dollars  went  to  add  support  to  teachers  in  the  form  of  instructional  aides, 
more  planning  time  for  teachers  and  resource  specialists.  The  remaining 
25%  went  to  general  administration  and  operations."" 

Teacher  salaries  accounted  for  53%  of  all  current  spending  by  school  districts. 
Furthermore,  as  districts  received  additional  funds,  40%  was  spent  on  class  size  reduction 
and  10%  was  spent  on  salaries."'  Nationally,  the  pupil/teacher  ratio  in  public  K-12 
schools  has  declined  from  26.9  in  1955  to  17.6  in  1994.  Moreover,  the  pupil/teacher 
ratio  declined  every  year  but  one  between  1955  and  1990.  Since  1990,  the  data  have 
indicated  the  pupil/teacher  ration  has  fluctuated  between  17.2  and  17.6."^ 

The  Economic  Policy  Institute  (EPI)  published  a  report  that  suggested  districts 
invested  very  little  new  money  into  the  core  of  the  regular  classroom  from  1967  to  1991 . 
The  bulk  of  new  education  dollars  over  the  past  1 5  years  has  not  been  spent  on  the  80% 
of  children  in  the  regular  educational  program.  Instead,  districts  added  administrative, 
specialist,  and  support  staff  outside  this  core  to  serve  both  regular  and  targeted 
populations  of  students."^  This  adding  of  resources  around,  instead  of  into,  the  regular 
education  classroom  created  schools  that,  in  1 99 1 ,  looked  more  fragmented  and 
specialized  than  the  schools  in  1967.  The  doubling  of  per-pupil  expenditures  from  1967 
to  1991  was  the  cost  of  piecemeal  addition  of  programs,  personnel,  and  resources. 
Reports  by  the  Consortium  on  Productivity  in  Schools  and  the  Economic  Policy  Institute 
concluded  that  educational  funding  for  the  regular  education  student  had  hardly  risen. 
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This  raises  the  question  of  whether  spending  the  bulk  of  new  educational  dollars  on  areas 
outside  the  regular  program  is  the  wisest  strategy  if  the  goal  is  to  teach  nearly  all  children 

to  high  academic  standards.^^" 

CPRE  studied  resource-allocation  decisions  at  3 1  elementary  schools  in  eight 
states,  including  Florida.  The  schools  were  using  student-achievement  data  to  decide 
how  to  use  discretionary  funds,  whether  for  professional  development  or  for  allocation  of 
new  staff.^-^  Schools  in  the  CPRE  study  tended  to  use  quantity  over  quality. 
Instructional  aides  were  hired  to  expand  reading  services  in  every  classroom  instead  of 
using  certified  teachers  for  intermittent,  but  more  "expert"  classroom  coverage.  Schools 
with  considerable  budgetary  authority  generally  used  their  resources  in  the  same  way  as 
schools  with  more  limited  flexibility.  Deregulation  and  decentralization  offered  no 
guarantee  that  schools  were  meeting  students'  and  taxpayers'  needs.-'^*  Researchers  have 
found  only  a  weak  link  between  school  based  management  and  student  achievement.-'" 

Equity  of  resources  and  relative  equity  in  per-pupil  spending  among  all  state 
districts  for  1992  was  reported  in  Quality  Counts.  A  Report  Card  on  the  Condition  of 
Public  Education  in  the  50  States.-'^^  The  GAO  measurement  of  equity,  comparing  the 
variation  in  spending  among  districts  to  the  average  district  spending,  was  used.  This 
index  adjusted  for  student  needs  and  for  regional  cost  differences.  The  study  results 
indicated  most  states  spent  more  money  for  education  than  they  spent  10  years  ago,  and 
these  increases  generally  out  paced  inflation.  However,  too  few  of  the  additional  dollars 
reached  the  classroom.  Most  of  the  increased  spending  was  spent  on  approximately  12% 
of  students  in  special  education,  on  trying  to  keep  up  with  the  enrollment  growth,  and  on 
rising  salaries  for  an  aging  teaching  force.  Overall,  states  got  a  grade  of  C-  on  whether 
they  spent  enough  to  meet  educational  needs.  Five  states  earned  A's,  20  received  B's,  17 
got  C's,  7  got  D's,  and  one  state  received  an  F.  Florida  received  a  C+  grade  for  equity  of 
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resources  and  had  a  relative  equity  in  per-pupil  spending  among  all  state  districts  of  79% 
out  of  100%/^' 

Picus  and  Nakib  studied  the  allocation  of  educational  resources  by  high- 
performing  schools  in  Florida.  The  allocation  patterns  in  these  schools  were  compared 
with  the  patterns  in  the  other  high  schools  in  the  state.  Seven  different  measures  were 
used  to  compare  student  performance.  Findings  suggested  that  per-pupil  funding  and 
per-pupil  spending  for  instruction  was  not  statistically  significantly  higher  in  the  high- 
performing  schools."" 

Conversely,  the  percentage  of  expenditures  for  instruction  was  lower  in  the  high- 
performing  high  schools.  This  finding  suggests  that  high-performing  high  schools  may 
actually  spend  more  money  on  resources  not  directly  linked  to  instruction  than  do  other 
high  schools.  A  clear  distinction  in  either  the  amount  of  money  available  or  in  the  way 
resources  were  used  was  not  demonstrated  in  the  Picus  and  Nakib  study.  The  factor  that 
seemed  to  have  the  greatest  impact  on  student  performance  was  student  demographic 
characteristics."' 

This  finding  was  consistent  with  other  studies  including  the  results  of  the 
Coleman  Report.  These  studies  have  shown  that  the  socio-economic  status  of  students 
may  be  more  important  than  inputs  such  as  per-pupil  expenditures,  pupil  teacher  ratios, 
experience  and  salary,  school  facilities,  and  administrative  inputs  in  determining 
successful  school  performance."^ 

Standards-Based  Education 

Most  public  school  reform  plans  have  demanded  new  expenditures  to  assist 
students  meet  higher  academic  standards.  Some  claim  that  current  academic  standards 


are  not  high  enough  to  meet  the  demands  of  the  21"  century  workforce.  Despite 
substantial  increases  in  spending  during  the  last  several  decades,  there  has  not  been  a 
commensurate  improvement  in  student  performance  as  measured  by  scores  on 
standardized  tests.^^^ 

Odden  argues  that  it  may  be  time  to  redesign  state  and  district  school  finance 
systems  to  align  them  more  closely  to  the  standards-based  educational  reform  movement. 
The  primary  goal  would  be  to  link  the  finance  system  to  a  set  of  programmatic  strategies 
that  educate  the  vast  majority  of  students  to  a  much  higher  minimum  level  of 
performance.  This  shift  would  involve  a  number  of  cheinges  in  state-to-district  financing. 
First,  a  foundation  program  providing  an  adequate  base  level  of  per-pupil  revenues, 
sufficient  for  the  average  school  to  teach  the  average  child  to  high  performance 
standards,  was  required.  Second,  additional  funds  for  students  with  low-income 
backgrounds,  students  with  disabilities,  and  students  with  limited  English  proficiency  to 
support  the  extra  services  needed  to  have  these  students  also  learn  to  the  same  high 
standards  was  required.  Third,  price  adjustments  to  ensure  equal  purchasing  power  of  the 
educational  dollar  across  geographical  areas  was  required.  Odden  also  recommended 
three  changes  to  district  financing  policies  including  formulas  to  budget  the  bulk  of 
district  dollars  to  schools  in  a  lump  sum,  changes  in  teacher  compensation,  and  school- 
based  performance  incentives."'' 

Performance-Based  Funding 

Scholars  have  debated  the  comparability  and  validity  of  school  finance  studies. 
However,  it  is  clear  that  measures  of  student  performance  have  not  increased  at  the  same 
rate  as  spending.  Most  of  the  research  on  this  issue  focused  on  production  function 


analyses  that  attempted  to  relate  educational  inputs  to  schooling  outcomes.  Among  the 
most  common  outcomes  were  the  results  of  standardized  tests,  graduation  rates,  drop  out 
rates,  and  labor  market  outcomes."' 

Statistical  confirmation  that  high  spending  provided  better  opportunities  for 
learning  and  student  achievement  has  been  difficult  to  develop.  The  results  of  the  studies 
linking  inputs  and  outputs  have  varied.  Knowing  if  high-performing  schools  utilized 
resources  differently  than  other  schools  would  be  instructive  in  the  discussion  of  whether 
or  not  money  matters.  Some  have  suggested  school  accountability  should  be  measured 
by  student  outcomes  instead  of  how  school  funds  are  allocated."* 

To  determine  if  money  matters,  the  links  between  educational  resources  and 
student  outcomes  must  be  substantiated.  Discussions  on  the  effect  of  resources  on 
student  achievement  have  been  based  on  the  production  approach.  However,  most  efforts 
to  define  an  educational  production  function  have  not  been  successftil.  Despite  the 
general  belief  that  more  money  for  public  schools  translates  to  improved  student 
performance,  the  statistical  evidence  of  a  relationship  between  spending  and  student 
outcomes  has  been  mixed."^ 

Research  by  Hanushek  concluded  that  U.S.  schools  have  not  used  fiscal  resources 
well.  He  found  no  strong  or  systematic  relationship  between  school  expenditures  and 
student  performance."^  Student  performance  has  remained  flat  while  spending  has 
increased  dramatically.  Based  on  current  evidence,  Hanushek  maintains  that  providing 
more  resources  for  schools  without  other  fundamental  changes  does  not  translate  to 
improvements  in  student  performance.  These  studies  demonstrated  that  neither  a  strong 
or  consistent  relationship  existed  between  student  performance  and  school  resources  after 
variations  of  family  input  are  taken  into  account.  This  inefficiency  in  public  schools 
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implied  that  spending  and  resource  measures  have  not  accurately  captured  variations  in 
school  quality.  Efficient  spending  was  assumed  in  most  studies  of  educational  finance 
programs  so  that  expenditure  variations  could  be  used  to  gauge  the  distribution  of 
educational  services.  Hanushek's  evidence  points  to  substantial  inefficiency  in  the 
production  of  educational  quality.  If  expenditure  was  not  a  good  measure  of  educational 
quality,  equity  discussions  based  on  expenditure  can  be  misleading.  These  studies 
suggest  that  simple  resource  policies  had  limited  value  for  improving  student 

■3  "in 

outcomes. 

Hanushek  claimed  that  school  finance  discussions  based  on  the  distribution  of 
educational  inputs  have  little  relationship  to  the  distribution  of  educational  outputs. 
School  finance  plans  that  included  incentive  schemes  based  on  student  performance  were 
generally  not  compatible  with  policies  involving  adequacy  or  input  floors.  Hanushek 
suggested  America's  schools  needed  a  new  process  of  policy  determination  including  a 
focus  on  efficient  use  of  both  new  and  existing  resources,  the  introduction  of  some  form 
of  performance  incentives,  and  a  commitment  to  experimentation  and  evaluation  of 
results.^"" 

Contrary  to  Hanushek's  findings,  research  by  Ferguson  suggested  that  money 
affected  student  performance.  Ferguson  analyzed  test  scores  and  other  district  level  data 
in  Texas  to  determine  why  some  districts  performed  better  than  others.  Districts  with 
lower  estimated  spending  had  lower  test  scores  after  all  else  was  held  constant.  The 
reason  he  suggested  was  that  wealthier  districts  appeared  to  spend  more  on  smaller  class 
sizes.  These  districts  also  hired  more  educated  and  better  prepared  teachers.^"'  Ferguson 
concluded  in  his  study  of  spending  and  the  use  of  educational  resources  in  Texas, 
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.  hiring  teachers  with  stronger  literacy  skills,  hiring  more 

,      teachers  (when  students  per-teacher  exceed  1 8),  retaining 
'- ;        experienced  teachers,  and  attracting  more  teachers  with 
"  '         advanced  training  are  all  measures  that  produce  higher  test 

'  ^         scores  in  exchange  for  more  money.^*"  * 

Ferguson's  findings  also  suggested  that  the  teachers'  selection  of  districts  in 
which  they  want  to  teach  was  affected  by  several  factors.  They  included  the  educational 
level  of  the  adults  in  the  community,  the  racial  composition  of  the  community,  and  the 
salaries  in  other  districts  and  alternative  occupations.  According  to  Ferguson,  this 
implied  that  better  teachers  will  tend  to  move  to  districts  with  higher  socioeconomic 
characteristics  if  salaries  were  equal.  If  teacher  skills  and  knowledge  affect  student 
achievement,  then  low  socioeconomic  areas  may  have  to  offer  higher  teacher  salaries  to 
attract  and  retain  high  quality  instruction.  Ferguson's  research  strengthened  the  link 
between  expenditures  and  student  achievement.-'''^ 

Increasingly,  states  are  developing  funding  mechanisms  that  link  performance  to 
the  budget.  Many  state  legislatures  and  educational  experts  believe  that  a  portion  of 
educational  funding  should  be  distributed  on  the  basis  of  performance.  The  desire  to 
preserve  equity  in  the  educational  system  inhibits  the  distribution  of  school  funds  based 
only  on  the  basis  of  performance.  However,  some  states  have  used  the  budgeting  process 
to  financially  reward  or  sanction  schools.  Some  policy  makers  believe  equity  may  not  be 
jeopardized  if  the  proportion  of  the  funding  distributed  on  the  basis  of  performance  is 
limited.  Nonfinancial  incentives  and  disincentives  may  also  be  implemented  without 
effecting  equity.^"'' 

The  state  constitution  required  Florida  to  adequately  provide  for  a  uniform 
system  of  free  public  schools.^^^  The  FEFP  was  designed  to  distribute  funds  according  to 
inputs.  Performance-based  program  budgeting  was  based  on  outputs.  Maintaining 
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equity  may  limit  the  ability  of  Florida's  legislature  to  distribute  funds  primarily  on  the 
basis  of  performance. 

Florida  was  one  of  1 3  states,  of  this  writing,  that  have  adopted  incentives  to 
distribute  financial  incentives  and  disincentives.  These  states  include  Connecticut, 
Georgia,  Illinois,  Indiana.  Kentucky,  Maryland,  Michigan,  Mississippi,  North  Carolina, 
South  Carolina,  Tennessee,  and  Texas.  The  type  of  incentive  varied  with  each  state.  The 
percentage  of  total  public  school  funding  distributed  through  these  initiatives  has  been 
typically  one  percent  or  less  of  state  budgets.''''^ 

Facilities 

Public  schools  have  been  confronted  with  a  facility  crisis  that  has  created  a 
demand  on  financial  resources.  The  GAO  report  issued  in  1998  estimated  that  $121 
billion  was  needed  to  upgrade  or  repair  aging  facilities  to  good  condition  and  comply 
with  federal  mandates.  Throughout  the  country,  school  districts  have  operated  with 
buildings  that  are  unsafe,  inadequate,  inaccessible,  and  unable  to  meet  current  technology 
demands.  Class  size  reduction  initiatives  have  also  increased  the  demand  for  classroom 
facilities.^'*' 

This  federal  report  claimed  states  have  done  little  to  build  schools  and  repair  the 
nation's  infrastructure.  State  legislatures  appropriated  $3.5  billion  for  school 
construction  in  1994,  a  fraction  of  the  $121  billion  needed.  Only  13  states  had 
comprehensive  school  facilities  programs  that  provided  funding  and  technical  assistance 
to  districts  while  also  collecting  data  about  the  condition  of  buildings.  Building  schools 
has  traditionally  been  the  job  of  local  districts,  which  paid  approximately  80%  of 
building  costs.  However,  recent  court  rulings  in  Texas,  Ohio,  and  Arizona  have 
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highlighted  the  poor  condition  of  school  facilities  in  declaring  the  states'  school  finance 
systems  unconstitutional  and  prompted  some  states  to  assume  some  responsibility.  In 
Florida,  efforts  to  shrink  government  have  resulted  in  a  50%  cut  of  facilities  staff  in  the 
state  education  department.^"* 

Honeyman  reported  in  1 990  that  it  appeared  that  there  was  no  single,  equitable 
solution  to  the  growing  school  facility  problem  throughout  the  50  states,  short  of  full 
state  funding  for  school  construction.  The  problem  with  school  facilities  could  be 
attributed  to  the  manner  in  which  school  districts  funded  capital  outlay  and  the  extent  to 
which  approval  was  contingent  on  approval  by  local  taxpayers.  Honeyman  also  observed 
that  federal  assistance  may  be  necessary  because  it  was  doubtful  whether  enough  money 
existed  at  the  state  level  to  correct  the  facilities  situation.^"'  Honeyman  reported  in  1995 
that  "for  almost  1 2  to  15  years,  we  have  been  doing  research  on  the  condition  of  schools. 
And  in  the  1 5  years,  the  situation  has  simply  gotten  worse. In  response  to  the  push  for 
local  control  of  facilities,  Honeyman  said,  "Facilities  are  one  of  the  things  you  can  turn 
over  to  the  districts  and  say,  'Let  the  locals  do  it.'"^'' 

School-Based  Budgeting 

School-based  budgeting  shifted  decision-making  responsibilities  from  the  district 
to  the  school  and  community  level.  Some  experts  believed  that  site-level  budgeting  had 
the  potential  to  encourage  innovation,  enhance  organizational  effectiveness,  and  improve 
financial  equity  among  schools.''^^ 

Other  researchers  suggested  that  low  achieving  schools  deserved  additional  ftjnds 
to  improve  student  performance.  Educational  programs  designed  to  improve 
opportunities  for  groups  of  students  with  special  needs  were  based  on  the  premise  that 
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additional  resources  were  critical  to  their  success.  Advocates  have  suggested  that  to 
ensure  students  in  poor  schools  have  the  opportunity  to  achieve  at  high  levels,  it  may  be 
necessary  to  add  an  additional  $5000  per  student.^" 

The  results  of  a  Mellon  Foundation  study  of  school-based  budgeting  in  four  large 
urban  school  systems,  Chicago,  Fort  Worth,  New  York,  and  Rochester,  were  not 
encouraging.'"  In  these  four  cities,  school-based  budgeting  occurred  at  the  margins, 
since  the  district  limited  the  schools'  discretion  to  allocated  funds  and  personnel. 
Monies  were  used  in  the  traditional  ways  to  reduce  class  size,  expand  social  services, 
enrich  art  and  music  programs,  and  purchase  equipment  and  materials.  Funds  were  not 
used  for  major  program  restructuring.  Furthermore,  regardless  of  the  participatory 
structures  implemented,  principals  retained  considerable  power  over  expenditures. 
Equity  remained  a  problem.  In  all  four  districts,  researchers  found  a  "negative 
relationship  between  average  teacher  salaries  and  percentages  of  poor,  and  sometimes 
minority,  students."^^* 

Local  Property  Tax 

Equity  becomes  an  issue  when  states  eliminate  property  taxes.  In  1993,  Michigan 
replaced  the  property  tax  based  system  with  one  financed  largely  by  an  increase  in  state 
sales  tax.  Since  this  move  to  abolish  the  local  property  tax,  similar  legislative  initiatives 
and  proposed  constitutional  amendments  in  other  states  have  increased.  This  escalation 
of  taxation  issues  is  of  concern  because  40%  of  real  wealth,  on  the  average,  in  each  state 
is  in  local  property  tax,  and  these  revenues  are  a  substantial  tax  base  for  schools.^" 

Odden  commented  that  the  Michigan  legislation  was  the  first  time  a  state 
eliminated  a  property  tax  as  a  fiscal  support  for  schools  without  creating  a  strategy  for 
revenue  replacement  at  the  same  time.  Odden  also  offered  three  additional  comments  on 
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revenue  sources.  First,  eliminating  property  tax  for  schools  and  replacing  it  solely  with 
state  money  was  a  bad  idea.  Second,  some  significant  amount  of  property  tax  for  schools 
should  be  retained  because  theses  taxes  have  been  a  stable  revenue  provider.  Third,  local 
revenue  raising  mechanisms  should  be  included  in  school  finance  formulas.^'^ 

Campbell  presented  the  argument  for  local  property  tax  financing  of  public 
schools  by  claiming  property  tax  financing  provided  stronger  incentives  for  better  teacher 
performance  and  educational  programs,  compared  to  school  budgets  determined  solely 
by  a  formula  for  distributing  state  revenue.  He  claimed  local  property  tax  financing 
directly  and  indirectly  affected  the  quality  of  public  schools  in  three  ways.  First,  the 
quality  of  public  schools  impacted  real  estate  prices  and  the  volume  of  new  construction. 
Where  schools  were  good,  housing  prices  were  relatively  high  and  new  construction 
relatively  strong.  Conversely,  poorer  schools  created  less  demand  for  housing,  causing 
lower  prices  and  less  construction.  Second,  school  personnel  had  incentives  because 
their  salaries  were  tied  to  local  revenues.  Good  schools  attracted  more  people,  which 
increased  property  ownership  and  in  turn  raised  the  total  assessed  value  of  property. 
Third,  increases  in  property  values  made  it  easier  to  raise  school  budgets  and  teachers' 
salaries  by  avoiding  increases  in  the  property  tax  rate.  This  relationship  between 
property  values  and  school  budgets  did  not  exist  where  school  spending  was  determined 
by  the  state  and  funded  with  state  revenues.''^' 

The  Shift  from  Equity  to  Adequacy 

The  next  frontier  in  school  finance  is  guaranteeing  adequacy  in  education.  Equity 
and  adequacy  are  becoming  inextricably  linked.  Historically,  the  concepts  of  equal 
educational  opportunity  have  evolved  from  access  to  schooling,  to  equal  spending  per- 
pupil,  to  variable  spending  per-pupil  depending  on  individual  educational  needs.  Equity 
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in  school  funding  has  driven  state  subventions  to  narrow  the  disparities  in  funding  that 
resulted  from  reliance  on  local  property  taxes.  This  pursuit  of  equity  has  produced 
equality  of  funding,  but  some  claim  at  a  level  inadequate  to  provide  needed  programs  and 
services  for  children.^*" 

Researchers  continue  to  refine  what  constitutes  an  acceptable  education  for 
students.  Equity,  or  fairness,  has  traditionally  been  the  "gold  standard"  for  school 
funding.  Increasingly,  adequacy  issues  have  begun  to  dominate  school  finance 
discussions  around  the  central  question,  "How  much  should  an  education  cost?"  Much  of 
the  current  emphasis  on  sufficiency  in  funding  has  been  driven  by  the  courts.  Several 
states  have  struggled  to  define  adequacy  in  response  to  rulings  issued  over  the  past  1 0 
years  in  school  finance  lawsuits.  An  equally  important  impetus  for  the  shift  from  equity 
to  adequacy  has  been  the  national  movement  to  raise  standards  and  to  compel  schools  to 
meet  them.'^' 

At  least  four  distinct  approaches  to  adequate  education  have  emerged.  All  were 
block  grant  formulas  that  gave  districts  a  lump  sum  of  money.  The  first  was  the  "expert 
design"  approach,  developed  by  Guthrie  and  Rothstein  for  Wyoming,  which  used  panels 
of  experts  to  determine  what  approach  worked  best.  The  second  approach,  developed  by 
Augenblick  for  Ohio  and  also  used  in  New  Hampshire  and  Mississippi,  used  high- 
performing  districts  to  set  funding  levels.  The  assumption  with  this  model  was  that 
districts  receiving  similar  amounts  of  dollars  to  high-performing  districts  could  produce 
the  same  results.  The  third  approach  was  a  statistical,  econometric  approach  in  which  a 
cost  index  linked  to  specific  levels  of  performance  in  districts  with  certain  characteristics 
was  determined.  The  fourth  "successfial  schools"  approach,  advocated  by  Odden,  based 
school  costs  on  exemplary  school  improvement  models  supported  by  the  New  American 
Schools.'" 


Conclusion 

Federal  and  state  funding  for  public  schools  has  been  under  pressure.  Some 
researchers  predict  that  educators  will  have  to  do  more  with  less  funds.  Booming  student 
enrollments,  modest  income  growth,  and  an  aging  population  will  inhibit  increases  in 
school  budgets.  At  the  same  time,  state  policy  makers  are  promoting  various  forms  of 
tax  release.  The  trend  toward  block  grants  has  also  increased  the  pressure  on  state 
spending  since,  in  many  cases,  education  competed  with  spending  on  welfare  and 
services  to  children  at  the  state  level.  Cutbacks  in  federal  aid  for  social  services  will  also 
place  additional  pressure  to  shift  monies  out  of  education.  Negative  public  attitude 
toward  taxes  makes  it  difficult  for  public  schools  to  maintain,  much  less  increase 
spending  at  the  local  level.  However,  voters  in  the  November  2000  elections  in  four 
states  passed  initiatives  designed  to  send  more  money  to  schools,  and  voted  down  tax- 
cutting  measures  that  opponents  said  would  prove  costly  to  education.  These  outcomes 
validated  the  recently  increased  emphasis  placed  on  education.^*^ 

State  funding  programs  warrant  continued  scrutiny  to  assure  equity,  particularly 
as  performance-based  program  budgeting  becomes  increasingly  popular.  The  public 
education  finance  forecast  for  the  next  decade  includes  more  block  grants  to  individual 
schools,  new  accountability  systems,  more  state  aid,  fewer  local  dollars  for  education, 
and  no  lessening  of  court  involvement.  A  critical  finance  issue  for  the  ftiture  is  for  state 
funding  mechanisms  to  be  made  an  integral  part  of  the  educational  reform  movement.^^'' 

Summary 

The  literature  relevant  to  the  study  of  school  finance  equity  was  reviewed  in  this 
chapter.  The  main  topics  discussed  included  the  history  and  theory  of  finance  equity, 
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equity  principles,  the  foundation  method  of  fund  distribution,  an  overview  of  FEFP, 
Florida's  local  school  property  tax,  a  review  of  previous  equity  studies  on  the  Florida 
education  funding  system,  legal  principles  and  court  cases  related  to  equity,  and  finally, 
current  issues  related  to  equity  in  public  school  finance  programs.  In  Chapter  3,  a 
discussion  of  the  state  school  finance  system  selected  for  the  study,  a  description  of  the 
design  of  the  research  study,  the  standard  statistical  measures  of  equity  applied,  and  the 
methods  implemented  for  assessing  the  effects  of  the  local  discretionary  levies  are 
presented. 
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CHAPTER  3 
RESEARCH  METHODOLOGY 

Introduction 

The  purpose  of  this  research  was  to  determine  the  effects  of  revenues  raised 
through  local  discretionary  millage  rates  on  the  fiscal  equity  of  a  foundation  school 
distribution  system.  The  focus  of  this  examination  was  on  the  disequalizing  effects  of  the 
revenue  generated  when  the  three  types  of  discretionary  tax  millage,  which  may  be  levied 
by  local  school  districts,  were  applied.  The  discretionary  millage  included  capital 
outlay/maintenance,  current  operating,  and  supplemental  discretionary.'  This  study 
addressed  the  effects  of  this  millage  on  the  equity  of  the  FEFP. 

The  chapter  begins  with  a  discussion  of  the  state  school  finance  system  selected 
for  the  study.  Following  this  discussion  is  a  description  of  the  design  of  the  research 
study.  The  standard  statistical  measures  of  equity  applied  in  this  study  are  then 
presented.  The  chapter  concludes  with  a  review  of  the  methods  implemented  for 
assessing  the  effects  of  the  local  discretionary  levies. 

.,'  \»  ■ 

fi' ,  .  .  ■ 

Study  Population:  Florida 

The  system  for  distributing  funds  to  public  schools  in  Florida  was  selected  for  this 
study.  The  rationale  for  this  selection  was  based  on  five  key  points. 

First,  Florida  was  significant  from  a  national  perspective  because  it  had  the  fourth 
largest  public  school  population  in  the  United  States  with  over  2.3  million  students  in 
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elementary  and  secondary  schools.  Both  the  state  population  and  the  student 
membership  in  its  schools  have  grown  steadily  since  1970.  Although  national  school 
enrollments  have  declined  over  the  past  three  decades,  enrollment  in  Florida  schools  has 
steadily  increased.- 

Second,  Florida  has  great  economic  diversity  among  its  67  districts  as  v^ell  as  a 
wide  range  of  student  needs  within  its  population.  These  factors  can  have  disequalizing 
effects  on  a  fiifance  system. 

Third,  Florida's  distribution  system  for  educational  funds  has  relevance  to  the 
issue  being  researched  because  of  its  minimum  foundation  component.  The  foundation 
model  was  the  most  prevalent  system  implemented  in  educational  finance  programs 
across  the  nation.^  Since  the  Florida  Education  Finance  Plan  was  a  foundation  model,  the 
study  would  be  of  interest  beyond  the  state  of  Florida.  Additionally,  the  potential  for 
inequity  existed  within  this  plan  because  of  the  authority  local  school  districts  had  to  tax 
property,  and  that  some  of  these  levies  were  not  equalized  by  the  state. 

Fourth,  an  examination  of  equity  effects  in  this  study  could  be  enlightening  as 
legal  questions  were  raised  about  the  effects  of  discretionary  local  millage  on  the  equity 
of  the  state  educational  finance  plan.  Educational  finance  literature  indicated  a  trend  in 
litigation  against  state  educational  finance  systems.  Those  systems  with  greater 
equalization  may  better  withstand  constitutional  challenges."  The  equity  effects  detailed 
in  this  study  may  be  relevant  in  future  legal  cases  involving  educational  equity  issues. 

Fifth,  outcomes  of  earlier  studies  of  Florida's  educational  finance  plan  verified 
that  the  system  was  comparatively  equitable.^  These  results  provided  a  basis  on  which  to 
expand  the  examination  of  the  effects  of  discretionary  levies  when  applied  to  a 
foundation  program. 
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Sixty-seven  school  districts  existed  within  the  state  of  Florida  congruent 
geographically  with  the  67  counties  in  the  state.  Each  school  district  was  governed  by  an 
elected  local  school  board  that  had  the  authority  to  levy  discretionary  tax  millage.  The 
state  implemented  a  minimum  foundation  program  which  equalized  per-pupil  revenues  to 
ensure  districts  had  a  minimum  level  of  funds  regardless  of  a  district's  wealth  or  fiscal 
capacity.  The  foundation  program  was  capped  because  the  overall  level  of  fiinds  that 
districts  could  raise  beyond  the  minimum  was  restricted.  Each  district  was  given  local 
discretion  to  raise  local  revenues  to  reach  the  state  determined  maximum  funding  level. 
Local  districts  had  the  authority  to  raise  discretionary  levies,  including  the  capital 
outlay/maintenance,  discretionary  current  operating,  and  supplemental  discretionary. 
These  three  discretionary  levies  required  school  board  approval,  but  not  the  approval  of 
the  electorate.  In  addition,  the  state  equalized  only  the  supplemental  discretionary  levy.* 
Consequently,  revenues  generated  by  these  levies  could  have  a  disequalizing  effect  on 
the  state  educational  funding  system.  This  study  was  designed  to  examine  the  effects  of 
the  discretionary  tax  levies  on  the  educational  finance  program  in  Florida. 

Research  Design 

The  purpose  of  this  study  was  to  answer  the  research  question,  "How  does  the 
additional  revenue  generated  by  the  discretionary  and  unequalized  local  levies  affect 
equity  in  a  foundation  educational  funding  distribution  system?"  To  answer  this 
question,  the  three  standards  of  horizontal  fiscal  equity,  i.e.,  resource  accessibility,  wealth 
neutrality,  and  tax  yield,  were  applied  and  per-pupil  revenues  were  examined. 
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Table  3-1 .  Research  Design 


Level 


Per-pupil  Equity 
Examined 


Measured 


Base  FEFP 


Base  +  Capital  Outlay/ 
Maintenance 


Base  +  Discretionary 
Current  Operating 

Base  +  Supplemental 
Discretionary 


Base  +  Capital  Outlay/ 
Maintenance  + 
Discretionary  Current 
Operating 

Base  +  Discretionary 
Current  Operating  + 
Supplemental 
Discretionary 

Base  +  Capital  Outlay/ 
Maintenance  + 
Supplemental 
Discretionary 


Baseline  data  established  to  determine  extent 
of  disequalization  by  assessment  of  local 
discretionary  levies 

Relative  degree  of  fiscal  inequity  when  capital 
outlay/maintenance  millage  was  applied  and 
compared  with  Base  FEFP 

Relative  degree  of  fiscal  inequity  when  capital 
outlay/maintenance  millage  was  applied  and 
compared  with  Base  FEFP 

Relative  degree  of  fiscal  inequity  when 
supplemental  discretionary  millage  was  applied 
and  compared  with  Base  FEFP 

Relative  degree  of  fiscal  inequity  when  a 
combination  of  capital  outlay/maintenance 
millage  and  current  operations  millage  was 
applied  and  compared  with  Base  FEFP 

Relative  degree  of  fiscal  inequity  when  a 
combination  of  the  current  operation  and 
supplemental  discretionary  millage  was  applied 
and  compared  with  Base  FEFP 

Relative  degree  of  fiscal  inequity  when  a 
combination  of  the  capital  outlay  and 
supplemental  discretionary  millage  was  applied 
and  compared  with  Base  FEFP 


Base  +  Capital  Outlay/ 
Maintenance  + 
Discretionary  Current 
Operating  + 
Supplemental 
Discretionary 


Total  degree  of  fiscal  inequity  when  the 
combination  of  the  Capital  Outlay/ 
Maintenance,  Discretionary  Current  Operating, 
and  Supplemental  Discretionary  was  applied 
and  compared  with  Base  FEFP 
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In  educational  finance,  fiscal  equity  was  the  fair  distribution  of  fiscal  resources/ 
To  determine  the  degree  to  which  the  distribution  was  equitable,  per-pupil  revenues  were 
examined.  Per-pupil  revenues  were  selected  as  the  measurement  object  because  they 
were  directly  linked  to  the  millage  rate  funding  source.  In  the  current  study,  per-pupil 
revenues  represented  the  resources  expended  to  support  education.  Per-pupil  revenues 
were  studied  relative  to  levels  of  aggregation  to  determine  the  extent  of  the  effects  the 
revenue  generated  by  the  capital  outlay/maintenance,  discretionary  current  operation,  and 
supplemental  discretionary  millage  had  on  the  equity  of  the  finance  plan.  Each  level  of 
aggregation  measured  the  degree  of  inequity  that  resulted  when  the  single  discretionary 
levy  being  studied  or  a  combination  of  these  levies  was  applied. 

Aggregate  level  one  provided  the  baseline  for  determining  the  extent  of 
disequalization  resulting  from  the  application  of  the  three  discretionary  levies.  The 
relative  degree  of  fiscal  inequity  created  by  each  of  the  discretionary  levies  was  measured 
in  aggregate  levels  two,  three,  and  four.  The  relative  degree  of  fiscal  inequity  resulting 
from  various  combinations  of  the  three  discretionary  levies  with  per-pupil  revenues  was 
measured  in  aggregate  levels  five,  six,  and  seven  respectively.  The  total  degree  of  fiscal 
inequity  resulting  from  a  combination  of  the  capital  outlay/maintenance,  discretionary 
current  operation,  and  supplemental  discretionary  millage  with  the  base  was  measured  in 
aggregate  level  eight. 

In  summary,  the  research  design  consisted  of  the  assigning  of  the  per-pupil 
revenue,  the  three  discretionary  levies,  and  various  combinations  of  all  to  the  aggregate 
levels.  Measures  of  equity  were  applied  across  these  eight  levels  of  aggregation  to 
determine  the  degree  of  fiscal  inequity.  The  difference  in  the  values  of  the  measures  of 
equity  among  the  various  levels  represented  the  effects  of  discretionary  levies  on  the 


equity  of  the  FEFP.  The  three  standards  of  fiscal  equity,  resource  accessibility,  wealth 
neutrality,  and  tax  yield,  were  also  applied  to  these  aggregate  levels. 

This  section  described  the  research  design  for  the  study.  A  discussion  of  the 
common  set  of  statistical  tools  used  to  measure  the  equity  performance  of  the  FEFP  and 
the  concepts  of  resource  accessibility,  wealth  neutrality,  and  tax  yield  follows. 

Statistical  Constructs 
The  method  for  measuring  fiscal  equity  was  presented  in  this  section.  Most 
equity  measurement  studies  focused  on  the  three  dimensions  related  to  horizontal  equity; 
i.e.,  resource  accessibility,  wealth  neutrality,  and  tax  yield. ^  The  current  study  included 
these  equity  attributes  to  determine  the  degree  of  the  disequalizing  effect  created  by  the 
discretionary  levies. 

Resource  Accessibility 

Resource  accessibility  referred  to  determining  whether  all  students  had  equal 
access  to  resources.'  Horizontal  equity,  the  equal  treatment  of  equals,  was  measured  by 
statistics  that  indicated  the  dispersion  of  values  in  a  distribution.*  Fiscal  equity  and  per- 
pupil  equity  were  directly  related  to  equal  access  to  resources  among  students.  Measures 
of  equity  used  to  assess  resource  accessibility  included  the  mean,  range,  restricted  range, 
federal  range  ratio,  standard  deviation,  variance,  and  the  coefficient  of  variation.'" 

The  mean  was  a  measure  of  the  central  tendency  of  a  distribution.  The  formula 
used  for  the  mean  calculation  was  -  .      .  . 

where  X  was  the  sum  of  all  districts,  X,  was  the  value  of  a  given  variable  in  district  I,  and 
N  was  the  number  of  districts."  A  mean  amount  of  per-pupil  revenues  was  computed  at 
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each  of  the  eight  levels  of  aggregation  in  the  current  study.  The  statewide  mean  per- 
pupil  revenues  compared  with  district  wide  mean  per-pupil  revenues  gave  an  indication 
of  differences  among  districts  in  resource  accessibility. 

The  range  was  a  measure  of  the  difference  between  the  highest  and  lowest  value 
in  a  distribution.  The  formula  used  for  the  range  calculation  was 

Highest  X,  -  Lowest  X, 
where  X,  was  the  per-pupil  revenue  in  district  /.'-  The  range,  in  the  current  study, 
indicated  the  difference  between  the  maximum  and  minimum  per-pupil  revenues  among 
the  total  number  of  districts.  An  individual  range  was  computed  at  each  level  of  the 
aggregate  in  the  current  study.  The  smaller  the  range,  the  greater  the  equivalence  of 
resource  accessibility.  Conversely,  the  larger  the  range,  the  less  the  equivalence  of 
resource  accessibility.  Important  to  the  current  study  was  the  increase  of  the  range  after 
the  discretionary  levies  were  added  to  revenues  distributed  through  the  foundation 
program. 

The  restricted  range  was  the  difference  between  the  5""  and  95""  percentiles  in  a 
distribution.  The  formula  for  the  range  calculation  was    ■<  - 

X,  at  95'^  percentile  -  X,  at  5"'  percentile  '  .  ■ 

where  X,was  the  variable  considered  in  district      In  this  study,  X,  was  the  per-pupil 
revenue  of  the  district,  so  the  restricted  range  was  the  difference  between  the  per-pupil 
revenues  of  the  district  at  the  95'*'  and  5"'  percentiles.  The  less  the  difference,  the  greater 
"  the  equity.  The  advantage  of  the  restricted  range  over  the  range  was  that  it  examined 
values  more  representative  of  the  distribution  because  it  was  less  influenced  by  outliers. 
In  this  study,  a  concern  was  the  increase  in  the  difference  due  to  the  additional 
discretionary  levy  revenues. 
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The  federal  range  ratio  was  the  restricted  range  divided  by  the  value  of  the 
distribution  at  the  fifth  percentile.  The  formula  for  the  range  calculation  was 
X,  at  95"'  percentile  -  X,  at  5"'  percentile  -  X,  at  the  5'"  percentile 
where  X,  was  the  revenue  per-pupil  in  district      In  the  current  study  a  federal  range 
ratio  was  calculated  for  per-pupil  revenues  at  each  of  the  levels  of  aggregation. 

The  smaller  the  value,  the  more  equivalent  the  accessibility  to  resources,  therefore 
the  greater  the  equity.  Inequity  in  the  distribution  of  funds  increased  as  federal  range 
ratios  increased. A  concern  of  this  study  was  the  increase  of  the  value  of  the  federal 
range  ratio  because  of  the  additional  revenues  associated  with  the  discretionary  levies. 

The  variance  was  the  average  of  the  squared  deviations  from  the  mean.  The 
formula  for  the  variance  calculation  was 

i\p,(x,-x,n^zp, 

where  X  was  the  sum  pupils  in  all  districts,  P,  was  the  number  of  students  in  district  / ,  JT^ 
was  the  mean  revenues  per-pupil  for  all  pupils  in  the  state,  and  X,  was  the  per-pupil 
revenues  in  district       The  smaller  the  variance,  the  smaller  the  variation  in  the 
distribution,  therefore,  the  greater  the  equity.  The  advantage  of  the  variance  over  the 
measures  previously  discussed  was  that  the  variance  considered  all  observations.  The 
variance  was  particularly  useful  in  inferential  analysis  because  it  allowed  testing  for 
significant  differences  between  groups.  However,  the  variance  was  sensitive  to  outliers 
and  was  not  expressed  in  original  units. 

 The  variance  in  the  distribution  of  per-pupil  revenues  was  calculated  at  each  level 

of  aggregation.  Less  equivalent  resource  accessibility,  or  less  equity,  existed  when  the 
variance  increased.  A  specific  concern  in  the  current  study  was  the  amount  of  growth  of 
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the  variance  once  the  discretionary  levies  were  included  with  the  revenues  distributed 
through  the  foundation  program. 

The  standard  deviation  was  the  square  root  of  the  variance.  The  formula  for  the 
standard  deviation  calculation  was 

where  P,  was  the  number  of  pupils  in  district  z,  Xp  was  the  mean  revenue  for  all  pupils  in 
the  state,  and  X,  was  per-pupil  revenues  in  district       The  standard  deviation  was  based 
on  assumptions  about  normal  distributions  in  a  bell  curve.  The  advantage  of  the  standard 
deviation  was  that  the  units  of  measurement  were  in  the  original  scale  and  that  all 
observations  were  included  in  the  calculation.'^  A  standard  deviation  was  figured  for  the 
revenues  per-pupil  at  each  of  the  aggregate  levels  in  the  current  study.  The  smaller  the 
standard  deviation,  the  greater  the  resource  accessibility  equivalence,  and  therefore  the 
greater  the  equity.  The  concern  in  the  current  study  was  the  amount  of  increase  in  the 
standard  deviation  when  the  discretionary  levies  were  combined  with  the  revenues 
distributed  through  the  foundation  program. 

The  coefficient  of  variation  was  the  standard  deviation  divided  by  the  mean  of  the 
distribution.  The  formula  for  the  variance  calculation  was 

^  UP.(XrX)'-^lP]^Xp  -  "  ^ 

where  X^  was  the  mean  of  some  variable  for  all  districts.  The  coefficient  of  variation 
formula  typically  yielded  a  single  value  between  zero  and  one.  A  decreasing  value 
indicated  increasing  equity.  Zero  indicated  perfect  equity.^"  A  concern  in  the  current 
study  was  the  amount  of  growth  of  the  coefficient  of  variation  as  discretionary  levies 
were  added  into  the  revenues  distributed  through  the  foundation  program.  The 
coefficient  of  variation  was  calculated  for  the  per-pupil  base  at  each  aggregate  level. 
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Although  these  formulas  assessed  the  equivalence  of  the  levels  of  support  for 
education  on  a  per-pupil  basis,  it  was  also  important  to  determine  whether  differences 
were  related  to  variations  in  wealth  or  other  circumstances.  Therefore,  equity  was  also 
assessed  by  measuring  the  degree  of  wealth  neutrality  and  equivalent  tax  yield. 

Wealth/Fiscal  Neutrality 

Wealth  neutrality,  also  known  as  fiscal  neutrality,  was  an  equity  concept  that  was 
reached  when  the  distribution  of  educational  services  was  determined  solely  by  the 
preferences  of  the  taxpayers  for  education  and  not  by  their  ability  to  pay,  as  measured  by 
wealth,  income,  or  some  broader  variable.^'  In  a  wealth  neutral  system,  the  level  of 
financial  support  for  a  student's  education  was  not  a  function  of  the  wealth  of  the  district 
in  which  the  student  is  educated.'^^ 

The  Pearson  correlation  coefficient  was  used  to  measure  the  relationship  between 
per-pupil  inputs  of  local  school  districts  and  their  respective  fiscal  capacities.  The 
formula  for  the  correlation  coefficient  calculation  was  "  < 

where  ^  was  the  sum  of  pupils  in  all  districts,  P,  was  the  number  of  pupils  in  district  /, 
was  the  expenditure  per-pupil  in  district  /,  X  was  the  mean  expenditure  per-pupil  for  all 
districts,  W,  was  the  wealth  per-pupil  in  district  /,  and  PFwas  the  mean  wealth  per-pupil 
for  all  districts.  ■ 

The  correlation  coefficient,  in  the  analysis  of  public  school  finance,  measured  the 
relationship  between  measures  of  wealth  and  revenue.^^  The  correlation  coefficient 
yielded  a  value  ranging  from  -1.0  to  +1.0.  A  correlation  coefficient  of  zero  indicated 
wealth  neutrality  and  no  relationship  between  fiscal  capacities  of  local  school  districts 


139 

and  their  per-pupil  inputs.  In  this  weahh  neutral  condition,  the  student's  level  of 
educational  support  was  independent  of  local  wealth.  As  the  correlation  coefficient 
increased,  the  level  of  wealth  neutrality  decreased  and  therefore  the  inequity  was 
greater.-"  This  statistic  measured  only  the  strength  of  a  relationship  between  variables 
and  did  not  measure  the  magnitude  of  the  variance  of  per-pupil  inputs  among  local 
school  districts. 

The  correlation  coefficient  was  calculated  for  each  level  of  aggregation.  Any 
increase  in  the  proportion  of  variance  in  per-pupil  revenues  caused  by  local  assessed 
valuation,  when  discretionary  levies  were  added  to  per-pupil  revenues  provided  by  the 
foundation  distribution  system,  was  a  concern  of  the  current  study.  Any  increase  in  the 
proportion  of  correlation  indicated  the  discretionary  levies  caused  a  degree  of 
disequalization. 

The  coefficient  of  determination  was  the  second  measure  used  in  assessing  the 
degree  of  wealth  neutrality.  This  measure  differed  from  the  correlation  coefficient  in  that 
it  represented  the  percent  of  variation  in  a  dependent  variable  explained  by  a  predictor 
variable.  The  coefficient  of  determination  was  calculated  by  squaring  the  correlation 
coefficient  and  consequently  was  restricted  to  values  between  zero  and  one.  A  value  of 
zero  indicated  none  of  the  variance  in  the  outcome  variable  explained  by  the  predictor 
variable  and  a  value  of  one  indicating  100%  of  the  variance  explained  by  the  predictor 
variable.  Unlike  the  correlation  coefficient,  the  coefficient  of  determination  did  not 
designate  whether  the  relationship  between  the  two  variables  was  positive  or  negative.  A 
value  of  zero  indicated  perfect  wealth  neutrality;  i.e.,  none  of  the  variations  among 
districts  in  per-pupil  revenues  was  attributable  to  variations  in  local  wealth.  Increasing 
coefficients  indicated  increasing  variance  as  a  result  of  local  wealth,  and  a  decrease  in 
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wealth  neutrality  and  equity.  The  percent  of  variation  in  local  assessed  valuation  was 
used  as  the  predictor  of  per-pupil  revenues  in  this  study.  A  coefficient  of  determination 
was  calculated  for  per-pupil  revenues  at  each  level  of  aggregation.  Any  increase  in  the 
proportion  of  variance  in  per-pupil  revenues  as  a  result  of  local  wealth  after  revenues 
generated  through  the  application  of  the  three  discretionary  levies  examined  in  this  study 
was  analyzed. 

The  coefficient  of  determination  was  calculated  by  squaring  the  correlation 
coefficient.  The  formula  was 

[P,  (X,-X)ilV,  -W)^[/ IP,  {X,-X)']  [/  l?,iWr  W)'] ' 
where  Y,  was  the  sum  of  pupils  in  all  districts,  P,  was  the  number  of  pupils  in  district  /,  X, 
was  the  expenditure  per-pupil  in  district  i,Xv/as  the  mean  expenditure  per-pupil  for  all 
districts,  W,  was  the  wealth  per-pupil  in  district  /,  and    was  the  mean  wealth  per-pupil 
for  all  districts.'^^ 

The  regression  coefficient  was  the  slope  of  the  regression  line  relating  wealth  and 
expenditures.  It  measured  the  difference  that  a  change  in  tax  rate,  or  wealth,  had  on 
expenditures.  The  formula  for  the  regression  coefficient  calculation  was 

UP,  {X.  -  X^)  (W,  -  W^)]  ^  Y\P,  (W,  -  W,)^  ] 
where  P,  was  the  number  of  pupils  in  district  /,  X,  was  the  revenue  per  pupil  in  district  /, 
Xp  was  the  mean  per-pupil  revenues  for  all  districts,     was  the  assessed  valuation  per- 
pupil  in  district  /,  and  Wp  was  the  mean  assessed  valuation  per-pupil  for  all  districts. 

The  regression  coefficient,  unlike  the  correlation  coefficient,  measured  the 
magnitude,  not  the  strength,  of  the  relationship  that  existed  between  fiscal  capacity  and 
per-pupil  inputs.  Also,  the  regression  coefficient  did  not  show  causality  or  control  for 
varying  levels  of  fiscal  effort  generated  by  local  school  districts.^* 
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In  the  current  study,  the  regression  coefficient  was  represented  as  the  dollar 
amount  of  change  in  per-pupil  revenues  resulting  in  a  one  dollar  change  in  assessed 
valuation  per-pupil.  A  regression  coefficient  was  calculated  at  each  level  of  the 
aggregate.  Any  change  in  the  regression  coefficient  when  per-pupil  revenues  produced 
through  the  application  of  the  discretionary  local  levies  were  added  to  the  per-pupil 
revenues  distributed  through  the  foundation  system  was  of  interest  in  the  current  study. 
An  increase  in  this  relationship  indicated  a  decrease  in  wealth  neutrality  and  therefore  a 
decrease  in  fiscal  equity. 

The  correlation  coefficient  and  regression  coefficient  assessed  the  relationship 
between  per-pupil  revenues  and  district  wealth.  To  assess  the  effects  of  wealth  neutrality 
caused  by  the  local  discretionary  levies,  econometric  measures,  including  the  Gini 
coefficient  and  McLoone  index,  were  also  applied.  The  Gini  coefficient  and  the 
McLoone  index  were  econometric  measures  used  to  assess  the  effects  of  the  three 
discretionary  levies  on  the  wealth  neutrality  of  the  FEFP." 

The  Gini  coefficient  measured  how  closely  the  variable  distribution  provided  a 
specific  percentage  of  the  population  with  that  same  percentage  of  revenues.  The  smaller 
the  value,  the  more  equitable  the  distribution  of  revenues  was  in  providing  a  specified 
percentage  of  students  with  the  same  percentage  of  revenues.  The  formula  to  calculate 
the  Gini  coefficient  was 

— =-^ere  V  was  the  sum  for  all  students  in  districts  /  and  j,  P ,  was  the  number  of  pupils  in 
district  /,  Pj  was  the  number  of  pupils  in  district  j,  X,  was  the  expenditure  per-pupil  in 
district  /,  Xj  was  the  expenditure  per-pupil  in  district  j,  and  Xp  was  the  mean  expenditure 
per-pupil  for  all  districts.^^ 


Values  on  the  Gini  coefficient  may  vary  from  zero  to  one.  When  the  coefficient 
was  zero,  absolute  equity  existed.  As  the  coefficient  increased,  the  level  of  equity 
decreased.  The  coefficient  compared  revenues  at  each  level  with  revenues  at  other  levels 
and  was  sensitive  to  changes  throughout  the  distribution,  though  not  to  outliers.^'  The 
Gini  coefficient  was  calculated  for  each  aggregate  level  in  the  current  study.  Any 
increase  of  this  coefficient  from  the  foundation  level  to  other  aggregate  levels  provided 
evidence  of  the  degree  of  inequity  as  a  result  of  the  discretionary  local  levies. 

The  McLoone  index  was  the  ratio  of  the  sum  of  revenues  per-pupil  per  district 
below  the  median  to  the  sum  of  revenues  required  if  all  districts  below  the  median  were 
at  the  median  level  of  revenues.  The  formula  to  calculate  the  McLoone  Index  was 

l{i...j)P,X,^M^l{i...j)P, 
where  ^  was  the  sum  of  pupils  in  all  districts  /  to  y,  P,  was  the  number  of  pupils  in  district 
/,    was  the  expenditure  per-pupil  in  district  /,  and     was  the  median  expenditure  per- 
pupil  for  all  districts.^" 

In  public  school  finance  studies,  this  index  measured  the  amount  of  revenue 
required  to  raise  the  lower  half  of  the  state  median.  The  closer  the  index  value  was  to 
one,  the  greater  the  equity.  The  McLoone  index  was  not  concerned  with  the  distribution 
of  all  data.  The  index  only  measured  equity  provided  pupils  below  the  state  median  per- 
pupil  revenues  and  disregarded  pupils  served  above  the  median.^' 

McLoone  indices  were  calculated  for  per-pupil  revenues  at  each  aggregate  level 
in  the  current  study.  Any  changes  in  the  McLoone  were  of  interest  when  the  per-pupil 
revenue  was  affected  by  the  addition  of  the  local  discretionary  levies.  These  changes 
were  indicative  of  the  effect  of  these  levies  on  fiscal  equity  for  districts  below  the  per- 
pupil  revenue  median. 
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The  extent  to  which  these  local  discretionary  levies  impacted  the  wealth  neutrality 
and  resource  accessibility  of  the  foundation  system  were  assessed  by  the  previous 
measures.  Tax  yield  was  another  equity  assessment  researched  in  the  current  study. 

Tax  Yield 

The  concept  of  tax  yield  in  this  study  concerned  the  correlation  between  the 
degree  of  local  fiscal  educational  effort  and  ensuing  resources.  Equal  tax  effort  should 
result  in  equal  tax  yield.  To  this  end,  the  relationship  between  local  tax  effort  and  the 
per-pupil  revenues  generated  through  the  tax  was  assessed  to  determine  tax  yield  equity. 
This  relationship  was  measured  through  the  correlation  coefficient  regression  technique. 

The  correlation  coefficient  measured  the  strength  of  the  relationship  between  the 
tax  rate  and  the  per-pupil  revenues  generated  once  this  millage  was  applied.  The  formula 
for  the  correlation  coefficient  calculation  was 

I  [P,{x.  -x^)  (T,  -  r,)]  ^  I  {P,  [/ {x,-x;) '  ]  [V (r,  -  r,) ']} 

where  P,  was  the  number  of  pupils  in  district  /,  X,  was  the  per-pupil  revenues  in  district 
/,  was  the  mean  per-pupil  revenues  for  all  districts,  T ,  was  the  per-pupil  millage  rate 
for  district  /,  and  Tp  was  the  mean  per-pupil  tax  rate  for  all  districts.^^ 

Tax  yield  and  tax  effort  should  be  positively  related.  The  correlation  coefficient 
was  calculated  at  each  aggregate  level  in  the  current  study.  Any  decrease  in  the 
correlation  coefficient  as  a  result  of  the  local  discretionary  levies  was  of  interest. 
Absolute  equity  was  indicated  with  a  value  of  one.  A  value  of  zero  indicated  no 
relationship  between  yield  and  effort.  A  high  value  meant  tax  yield  was  highly  correlated 
to  effort.  Negative  values  meant  that  per-pupil  revenues  decreased  with  increased  tax 
effort.  Such  a  correlation  was  indicative  of  inequity.^^ 
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Another  measure  of  tax  yield  was  the  regression  coefficient.  This  coefficient 
provided  an  indication  of  the  strength  of  the  relationship  between  tax  effort  and  per-pupil 
revenues.  The  formula  used  to  calculate  the  regression  coefficient  was 

where  P,  was  the  number  of  pupils  in  district  i,X ,  was  per-pupil  revenues  in  district  /, 
was  the  statewide  mean  per-pupil  revenues,  T,  was  the  per-pupil  tax  rate  for  district  /,  and 

was  the  statewide  mean  per-pupil  tax  rate.  The  values  of  these  measurements  were 
conveyed  as  the  dollar  difference  in  per-pupil  revenues  given  a  one  mill  change  in  tax 
rate.'" 

Of  interest  in  this  study  was  the  change  in  the  regression  coefficient  after  the 
discretionary  local  levies  were  added  to  the  per-pupil  revenues  distributed  through  the 
foundation  system.  Any  decrease  in  this  value  meant  a  decrease  in  the  degree  of  change 
in  revenues  per-pupil  correlated  with  a  one-mill  increase  in  tax  effort  above  the  required 
local  effort.  A  decrease  in  this  relationship  also  had  a  diminishing  effect  on  tax  yield 
equivalence  and  fiscal  equity.'^ 

Summary 

Table  3-2  summarizes  the  equity  analysis  measurements  applied  to  determine  the 
degree  of  disequalization  of  the  local  levies  on  Florida's  educational  finance  program.  In 
this  chapter,  the  method  used  in  the  study  was  described.  The  chapter  began  with  a 
discussion  of  the  selection  of  the  study  population,  Florida,  followed  by  a  discussion  of 
local  discretionary  tax  levies  in  Florida.  The  research  design  was  then  presented, 
including  descriptions  of  equity  measures.  The  chapter  concluded  with  a  discussion  of 
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these  methods  of  assessing  the  disequalizing  effects  of  the  local  discretionary  levies. 
Chapter  4  includes  the  analyses  and  discussion  of  the  research  results. 


Table  3-2.  Summary  of  Equity  Analysis  Measurements 


Construct 
Measured 

Measurement 
Utilized 

Type  of 
Measurement 

Formula 

Resource 
Accessibility 

Mean 

Univariate 

LJ  111  Veil  laic 

HioliPQt      -  1  nwp<;t  A' 

Restricted  Range 

Univariate 

X,  at  99^  percentile  -  X,  at  5*  percentile 

Federal  Range  Ratio 

V  driailCc 

Standard  Deviation 

Coefficient  of 
Variation 

Univariate 

Univariate 
Univariate 

Univariate 

^  at  95""  percentile  -  X^  at  5*  percentile  - 
X,  at  the  S""  percentile 

l[P,  (X^-X,)']^Y^P, 

i/"  V  r  P  /Y    K  1^1  -J-  V  P 

V  LI  ^i(^p-^iJ  \  ■  L^i 

V  LlP.fXp-  XJ  -r  l^F,]  -  Xp 

Wealth 

AJpiitra  1  itv 

Correlation 

Multivariate/ 

R  p  OTP  c  c  i  rvn 

P,  (XrX)  (W, -W)■^[^r IP,  (X,  -X)']  [/  ^P/ 
(IV  -  w\^^ 

Coefficient  of 
ucici  iiiindiioii 

Multivariate/ 
ixcgression 

[p,  (x,-x){w,.w)^[^r  IP,  {X,  -  X)']  [^r 

VP  fW     HA^n  2 

Regression 
Coefficient 

Multivariate/ 
Regression 

l[P,  {X,  -x^)  (T,  -r,)]  ^  I  [P,  {T,  -T;)f 

Gini  Coefficient 

Univariate/ 
Econometric 

LljP.Pji^rXj)^2il,P,fXp 

McLoone  Index 

Univariate/ 
Econometric 

l{,..j)P,X,^Mpl^{,...j)P, 

Tax  Yield 

Correlation 
Coefficient 

Multivariate/ 
Regression 

l[P,{x,-x;){T,-T^]^ 

Regression 
Coefficient 

Multivariate/ 
Regression 

l[p.{x,-x;)  (w,-  Wp)]  ^  l[P,(w,-  w^y  ] 

Sources:  Berne  and  Stiefel,  20;  Thompson,  Wood,  and  Honeyman,  246-252. 
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CHAPTER  4 
DATA  ANALYSIS 


Introduction 

This  chapter  included  an  analysis  of  the  data  evaluated  in  this  study.  This 
analysis  was  performed  to  answer  the  question,  "How  does  the  additional  revenue 
generated  by  discretionary  and  unequalized  local  levies  affect  equity  in  a  foundation 
education  funding  distribution  system?"  Three  standard  measures  of  fiscal  equity 
including  resource  accessibility,  wealth  neutrality,  and  tax  yield  were  applied  and  per- 
pupil  revenues  were  examined  across  the  eight  levels  of  aggregation  to  determine  the 
degree  of  fiscal  inequity  in  the  FEFP. 

Resource  accessibility  was  measured  using  univariate  measures  including  the 
range,  restricted  range,  federal  range  ratio,  variance,  standard  deviation,  and  coefficient 
of  variation.  These  measures  of  resource  accessibility  assessed  whether  all  students  had 
equal  access  to  resources. 

Wealth  neutrality  was  measured  using  regression  and  econometric  measures 
including  the  correlation  coefficient,  coefficient  of  determination,  regression  coefficient, 
Gini  coefficient,  and  McLoone  index.  These  measures  of  wealth  neutrality  determined  if 
the  distribution  of  funds  was  equitable.  Assessed  property  valuation  per  pupil  was 
correlated  with  per-pupil  revenues  for  the  correlation  coefficient.  Per-pupil  assessed 
valuation  represented  the  independent  variable.  Per-pupil  revenue  before  and  after  a 
single  discretionary  levy  or  a  combination  of  these  levies  was  applied  represented  the 
dependent  variable  for  the  regression  coefficient. 
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Tax  yield  was  measured  using  the  correlation  coefficient  and  the  regression 
coefficient.  Per-pupil  tax  rate  was  correlated  with  per-pupil  revenues  to  assess  tax  yield. 
These  measures  of  tax  yield  indicated  the  degree  to  which  equal  tax  effort  resulted  in 
equal  yield.  With  these  regression  measures,  greater  equity  was  indicated  by  a  positive 
correlation. 

Results  of  Equity  Measures 

Resource  Accessibility:  Range  Measures 

Resource  accessibility  was  an  equity  construct  that  measured  the  degree  to  which 
all  students  had  access  to  an  approximately  equivalent  level  of  fiscal  support  for 
education.  Horizontal  equity  was  measured  by  statistics  that  indicated  the  dispersion  of 
values  in  a  distribution.  Measures  of  the  range,  restricted  range,  and  the  federal  range 
ratio  were  included  in  the  current  study.  The  results  of  the  resource  accessibility 
measures  across  the  eight  levels  of  aggregation  are  presented  in  Table  4-1. 

Range 

The  range  measured  the  difference  between  the  highest  and  lowest  values  in  a 
distribution.  The  result  was  a  dollar  amount.  The  smaller  the  range,  the  greater  the 
equity. 

The  range  for  the  base  per-pupil  revenue  was  $871.94.  The  range  for  revenues 
from  the  capital  outlay/maintenance  millage  rates  was  $1788.74.  The  base  combined 
with  revenues  from  the  discretionary  current  operating  yielded  a  range  of  $1261.50.  The 
range  for  the  base  and  the  supplemental  discretionary  revenues  was  $919.85.  The 
combination  of  the  base  plus  the  capital  outlay/maintenance  and  the  discretionary  current 
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Table  4-1 .  Resource  Accessibility:  Measures  of  Distribution  Range 


Level 

Per-pupil  Equity  Examined 

$  Dollars 
Per-pupil 
Range 

$  Dollars 
Per-pupil 
Restricted 
Range 

Federal 
Range 
Ratio 

1 

BaseFEFP  - 

$871.94 

$598.89 

0.190 

2 

Base  +  Capital  Outlay/Maintenance 

$1788.74 

$1223.33 

0.390 

3 

Rasp  +  Discrptinnarv  dirrenl 

Operating 

$1261.50 

$734.71 

0.020 

4 

Base  +  Supplemental  Discretionary 

$919.85 

$622.93 

0.190 

5 

Base  +  Capital  Outlay/Maintenance 
+  Discretionary  Current  Operating 

$2,073.81 

$1,574.07 

0.472 

6 

Base  +  Discretionary  Current 
Operating  + 

Supplemental  Discretionary 

$1,314.96 

$763.83 

0.235 

7 

Base  +  Capital  Outlay/Maintenance 
+  Supplemental  Discretionary 

$1,840.81 

$1,276.16 

0.383 

8 

Base  +  Capital  Outlay/Maintenance 
+  Discretionary  Current  Operating 
+  Supplemental  Discretionary 

$2,126.45 

$1,627.52 

0.488 

operating  revenues  yielded  a  range  of  $2,073.81 .  The  combination  of  the  base  plus  the 
discretionary  current  operating  and  the  supplemental  discretionary  revenues  resulted  in  a 
per-pupil  range  of  $1,314.96.  The  combination  of  the  base  with  the  capital 
outlay/maintenance  and  the  supplemental  discretionary  revenues  yielded  a  per-pupil 
range  of  $1,840.81.  The  base  revenues  coupled  with  the  revenues  generated  from  a 
combination  of  the  three  discretionary  tax  sources  resulted  in  a  range  of  $2,126.45. 

Restricted  Range 

The  restricted  range  measured  the  difference  between  the  5"'  and  95"'  percentiles 
in  a  distribution.  The  restricted  range  was  divided  by  the  per  pupil  revenue  at  the  5* 
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percentile.  The  smaller  the  range,  the  greater  the  resource  accessibility  and  equity.  The 
advantage  of  the  restricted  range  was  that  the  distribution  extremes  were  not  included, 
therefore  the  result  was  less  influenced  by  outliers. 

The  restricted  range  for  the  base  per-pupil  revenue  was  $598.89.  The  restricted 
range  was  $1223.33  for  revenues  from  the  capital  outlay/maintenance  millage  rates.  The 
base  combined  with  the  discretionary  current  operating  yielded  a  restricted  range  of 
$734.71.  The  restricted  range  was  $622.93  for  the  base  and  the  supplemental 
discretionary  revenues.  The  combination  of  the  base  plus  the  capital  outlay/maintenance 
and  the  discretionary  current  operating  yielded  a  restricted  range  of  $1,574.07.  The 
combination  of  the  base  plus  the  discretionary  current  operating  and  the  supplemental 
discretionary  resulted  in  a  restricted  range  of  $763.83.  The  combination  of  the  base  with 
the  capital  outlay/maintenance  and  the  supplemental  discretionary  yielded  a  per-pupil 
restricted  range  of  $1,276.16.  The  base  revenues  coupled  with  the  revenues  generated 
from  a  combination  of  the  three  discretionary  tax  sources  resulted  in  a  restricted  range  of 
$1,627.52. 

Federal  Range  Ratio 

The  federal  range  ratio  was  a  product  of  the  restricted  range  divided  by  the  value 
of  the  distribution  at  the  5'^  percentile.  The  values  ranged  from  zero  to  one,  with  zero 
equal  to  perfect  equity.  Increasing  ratios  indicated  decreasing  equity  and  resource 
accessibility  in  the  distribution  of  funds. 

The  federal  range  ratio  was  .190  for  the  base  revenue  ,  .390  for  the  base  plus 
capital  outlay/maintenance  revenues,  .020  for  the  base  plus  discretionary  current 
operating  revenues,  and  .190  for  the  base  plus  supplemental  discretionary  revenues. 
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The  federal  range  ratio  for  the  base  in  combination  with  the  revenues  from  the  capital 
outlay/  maintenance  and  discretionary  current  operating  was  .472.  The  combination  of 
the  base  with  the  discretionary  current  operating  and  supplemental  discretionary  revenues 
was  .235.  The  combination  of  the  base  with  capital  outlay/maintenance  and 
supplemental  discretionary  revenues  was  .383.  The  federal  range  ratio  was  .488  for  the 
revenues  from  the  base  program  combined  with  those  produced  through  application  of  all 
discretionary  levies  including  the  capital  outlay/maintenance,  discretionary  current 
operating,  and  supplemental  discretionary  revenues. 

The  results  of  the  resource  accessibility  range  measures  across  the  eight  levels  of 
aggregation  were  presented  in  this  section.  The  effect  on  the  ranges  of  the  distribution  as 
the  discretionary  levies  were  added  are  discussed  in  the  following  section. 

Effect  on  the  Ranges  of  the  Distribution 

The  effect  on  the  ranges  of  the  distribution  as  the  capital  outlay/maintenance, 
discretionary  current  operating,  and  supplemental  discretionary  funds  were  added  to  the 
base  individually  was  evident,  as  indicated  in  aggregate  levels  2,  3,  and  4.  The 
distribution  range  increased  as  the  discretionary  revenues  were  combined  with  revenues 
raised  through  the  base  program.  When  the  capital  outlay/maintenance  revenue  was 
added  to  the  base,  the  range,  restricted  range,  and  federal  range  ratio  more  than  doubled. 
When  the  discretionary  current  operating  revenue  was  added  to  the  base,  the  range 
increased  by  45%  ($1,261.50  -  $871.94  =  $389.56  -  $871.94)  and  the  restricted  range 
increased  by  22%  ($734.71  -  $598.89  =  $135.82  -  $598.89).  The  range,  restricted  range, 
and  federal  range  ratio  increased  marginally,  while  the  federal  range  ratio  showed  no 
increase  when  the  supplemental  discretionary  revenue  was  added  to  the  base. 
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The  federal  range  ratio  increased  as  the  discretionary  revenues  were  combined 
with  revenues  raised  through  the  base  program.  The  federal  range  ratio  for  the  base 
revenues  was  .19  and  increased  to  .488  when  revenues  from  the  three  discretionary  levies 
were  added  to  the  base  dollars. 

The  impact  on  the  ranges  of  the  distribution  as  the  various  combinations  of  the 
discretionary  levies  were  added  with  the  base  was  also  apparent,  as  indicated  in  aggregate 
levels  5,  6,  and  7.  A  combination  of  the  revenues  generated  from  the  base  with  those  of 
the  capital  outlay/maintenance  and  discretionary  current  operating  yielded  a  range, 
restricted  range,  and  federal  range  ratio  greater  than  results  when  the  same  measures  of 
resource  accessibility  were  applied  to  the  base  and  a  single  discretionary  levy.  Since  the 
ranges  were  the  highest  for  the  revenues  generated  by  the  capital  outlay/maintenance 
with  the  base,  it  followed  that  these  measurements  would  also  be  the  high  for  any 
subsequent  combination  that  included  the  revenues  generated  by  the  capital 
outlay/maintenance  levy.  Conversely,  since  the  ranges  were  the  lowest  for  the  revenues 
generated  when  the  supplemental  discretionary  was  added  to  the  base,  it  was  predictable 
that  these  same  measurements  for  any  combination  of  discretionary  levies  that  included 
the  supplemental  discretionary  would  be  low  in  comparison  with  the  other  combinations 
in  aggregate  levels  5,  6,  and  7.  Finally,  the  range,  restricted  range,  and  federal  range 
ratio  were  the  highest  in  aggregate  level  8  when  all  three  discretionary  levies  were  added 
to  the  base. 

The  preceding  discussion  included  the  results  of  the  calculations  relevant  to  the 
effects  of  additional  revenues  from  discretionary  levies  on  the  resource  accessibility  of 
the  foundation  program.  More  evidence  of  the  effects  of  discretionary  revenues  on  the 
distribution  of  a  foundation  system  were  apparent  when  variability  measures  were 
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applied.  The  variability  measures  included  the  mean,  variance,  standard  deviation,  and 
coefficient  of  variation.  These  results  follow. 


Resource  Accessibility:  Variability  Measures 
The  results  for  these  resource  accessibility  constructs  are  presented  in  Table  4-2 
and  discussed  subsequently. 


Table  4-2.  Resource  Accessibility:  Measures  of  Variability 


Level 

Per-pupil  Equity 
Examined 

Dollars  per 
Pupil  Mean 

Dollars  per 

Pupil 
Variance 

Standard 
Deviation 

Coefficient 
of  Variation 

1 

Base  FEFP 

$3  490  51 

$34  063  15 

$184  56 

0.053 

2 

Base  +  Capital 
Outlay/Maintenance 

$3,853.97 

$156,869.09 

$396.07 

0.103 

Base  +  Discretionary 
Current  Operating 

$3,595.96 

$56,801.71 

$238.33 

0.066 

4 

Base  +  Supplemental 
Discretionary 

$3,529.62 

$37,381.36 

$193.34 

0.055 

5 

Base  +  Capital 
Outlay/Maintenance  + 
Discretionary  Current 
Operating 

$3,959.43 

$210,279.22 

$458.56 

0.116 

6 

Base  +  Discretionary 
Current  Operating  + 
Supplemental 
Discretionary 

$3,635.07 

$61,713.25 

$248.42 

0.068 

7 

Base  +  Capital 
Outlay/Maintenance  + 
Supplemental 
Discretionary 

$3,893.08 

$165,803.37 

$407.19 

0.105 

8 

Base  +  Capital 
Outlay/Maintenance  + 
Discretionary  Current 
Operating  +  Supplemental 
Discretionary 

$3,998.54 

$220,806.83 

$469.90 

0.118 
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Mean 

The  mean  measured  the  central  tendency  of  the  distribution  at  each  of  the  eight 
aggregate  levels.  The  statewide  mean  per  pupil  revenues  compared  with  the  district 
mean  per-pupil  revenues  were  often  predictive  of  differences  in  resource  accessibility 
among  the  districts. 

The  mean  per-pupil  revenue  generated  through  the  foundation  component  of  the 
FEFP  was  $3,490.51.  The  mean  per-pupil  revenues  combined  with  the  capital 
outlay/maintenance,  discretionary  current  operating,  and  supplemental  discretionary 
millage  were  $3,853.97,  $3,595.96  ,  and  $3,529.62,  respectively.  The  mean  for  the 
combination  of  the  base  with  the  capital  outlay/maintenance  and  the  discretionary  current 
operating  levies  was  $3,959.43.  The  mean  for  the  combination  of  the  base  with  the 
discretionary  current  operating  and  supplemental  discretionary  levies  was  $3,635.07. 
The  mean  revenue  for  the  combination  of  the  base  with  the  capital  outlay/maintenance 
and  supplemental  discretionary  levies  was  $3,893.08.  The  mean  revenue  for  the  base 
with  all  three  discretionary  levies  was  $3,998.54. 

Variance 

The  variance  was  the  average  of  the  squared  deviations  from  the  mean.  The 
smaller  the  variance,  the  smaller  the  variation  in  the  distribution  and  the  greater  the 
equity.  As  the  variance  increased,  equity  decreased.  The  variance  considered  all 
observations,  which  was  an  advantage  over  resource  accessibility  measures  previously 
discussed  in  this  study.  Because  the  variance  allowed  for  significant  differences  between 
groups,  it  was  particularly  useful  for  inferential  analysis. 

The  variability  of  the  distribution  of  the  revenues  increased,  as  measured  by  the 
variance  and  standard  deviation  calculations,  when  discretionary  levies  were  applied. 
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The  variance  of  the  revenues  generated  through  the  base  foundation  program  was 
$34,063.15.  The  variance  for  the  base  plus  the  capital  outlay/maintenance  revenues  was 
$156,869.09,  as  indicated  in  aggregate  level  2.  For  the  base  plus  the  discretionary  current 
operating  revenues,  the  variance  was  $56,801.71,  as  indicated  in  aggregate  level  3.  The 
variance  for  the  base  and  the  supplemental  discretionary  revenues  was  $37,381.36,  as 
indicated  in  aggregate  level  4.  The  dollars  per-pupil  variance  from  the  combination  of 
the  base  with  the  capital  outlay/maintenance  and  discretionary  current  operating  levies 
was  $210,279.22.  The  variance  from  the  combination  of  the  base  with  the  discretionary 
current  operating  and  supplemental  discretionary  levies  was  $61,713.25.  The  variance 
from  the  combination  of  the  base  with  the  capital  outlay/maintenance  and  supplemental 
discretionary  levies  was  $165,803.37.  The  variance  from  the  combination  of  the  base 
with  all  three  discretionary  levies  was  $220,806.83,  as  indicated  in  aggregate  level  8. 
The  variance  was  greatest  for  any  single  discretionary  levy  applied  when  the  capital 
outlay/maintenance  revenues  were  added  to  the  base  as  indicated  in  aggregate  level  2. 
Finally,  the  variance  was  the  highest  in  aggregate  level  8  when  all  three  discretionary 
levies  were  added  to  the  base. 

Standard  Deviation 

The  standard  deviation  was  the  square  root  of  the  variance.  It  was  based  on 
assumptions  about  normal  distributions  on  a  bell  curve.  The  smaller  the  standard 
deviation,  the  greater  was  the  resource  accessibility  equivalence  and  the  greater  the 
equity.  Increases  in  the  standard  deviation,  when  revenues  from  discretionary  levies 
were  combined  with  foundation  revenues,  signaled  less  equivalent  resource  accessibility. 
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The  variability  of  the  distribution  of  the  revenues  increased  when  discretionary 
levies  were  applied,  as  measured  by  the  standard  deviation.  The  standard  deviation  was 
$1 84.56.  for  the  revenues  generated  through  the  base  foundation  program.  The  standard 
deviation  for  the  base  plus  the  capital  outlay/maintenance  revenues  was  $396.07,  as 
indicated  in  aggregate  level  2.  For  the  base  plus  the  discretionary  current  operating 
revenues,  the  standard  deviation  was  $238.33,  as  indicated  in  aggregate  level  3.  The 
standard  deviation  for  the  base  and  the  supplemental  discretionary  revenues  was  $193.34, 
as  indicated  in  aggregate  level  4.  The  standard  deviation  from  the  combination  of  the 
base  with  the  capital  outlay/maintenance  and  discretionary  current  operating  levies  was 
$458.56,  from  the  combination  of  the  base  with  the  discretionary  current  operating  and 
supplemental  discretionary  levies  was  $248.42,  and  from  the  combination  of  the  base 
with  the  capital  outlay/maintenance  and  supplemental  discretionary  levies  was  $407.19. 
The  standard  deviation  from  the  combination  of  the  base  with  all  three  discretionary 
levies  at  $469.90  was  greatest  when  all  three  discretionary  levies  were  added  to  the  base, 
as  indicated  in  aggregate  level  8.  .  ,  ^- 

Coefficient  of  Variation 

The  coefficient  of  variation  was  the  standard  deviation  divided  by  the  mean  of  the 
distribution.  The  result  was  a  value  between  zero  and  one.  The  closer  the  number  was  to 
0,  the  greater  the  resource  accessibility  and  equity. 

The  increase  in  the  variability  of  the  distribution  was  evident  when  unequalized 
revenues  were  included.  These  calculations  of  variability  were  based  on  separate 
distributions  with  variable  amounts  of  aggregate  funds.  To  provide  standardized 
measures,  the  coefficients  of  variation  were  analyzed.  The  per-student  revenue  was 
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obtained  by  taking  the  sum  of  all  of  the  67  districts  per-student  revenue  and  dividing  by 
67.  The  result  was  a  number  between  zero  and  one.  The  closer  the  number  was  to  zero, 
or  perfect  equity,  the  greater  the  equity  of  the  program.  The  coefficients  of  variations 
were  .053  for  the  base  revenue,  .103  for  the  base  and  the  capital  outlay/maintenance 
revenues.  .066  for  the  base  and  discretionary  current  operating  revenues,  and  .055  for  the 
base  and  the  supplemental  discretionary  revenues.  The  coefficients  of  variation  for  the 
combination  of  the  base  with  the  capital  outlay/maintenance  and  discretionary  current 
operating  revenues  was  .116,  for  the  combination  of  the  base  with  the  discretionary 
current  operating  and  supplemental  discretionary  revenues  was  .068,  and  for  the  base 
with  the  capital  outlay/maintenance  and  supplemental  discretionary  revenues  was  .105. 
The  coefficient  of  variation  for  the  combination  of  the  base  with  the  capital 
outlay/maintenance,  discretionary  current  operating,  and  supplemental  discretionary 
levies  was  .118.  The  results  of  the  resource  accessibility  variability  measures  were 
presented  in  this  section.  The  effect  of  the  discretionary  levies  on  resource  accessibility 
as  indicated  by  variability  measures  follows. 

Effects  on  Variability  of  Distribution 

Since  the  variance  was  the  highest  for  the  revenues  generated  by  the  capital 
outlay/maintenance  with  the  base,  it  followed  that  variability  measurements  for  any 
subsequent  combination  that  included  the  revenues  generated  by  the  capital 
outlay/maintenance  would  also  be  high.  Conversely,  since  the  variance  and  standard 
deviation  were  the  lowest  for  the  revenues  generated  for  the  supplemental  discretionary 
and  the  base  revenue,  it  was  predictable  that  variability  measurements  for  any 
combination  of  discretionary  levies  that  included  the  supplemental  discretionary  would 
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be  low  in  comparison  with  the  other  combinations  in  aggregate  levels  5,  6,  and  7. 
Finally,  the  variance  and  standard  deviation  were  the  highest  in  aggregate  level  8  when 
all  three  discretionary  levies  were  added  to  the  base. 

Overall,  the  variability  of  the  foundation  dollars  increased  with  the  inclusion  of 
discretionary  dollars.  The  coefficient  of  variation  tended  toward  disequalization, 
increasing  from  .053  with  the  base  to  .1 1 8,  when  the  revenues  from  all  three 
discretionary  levies  were  combined  with  the  base  and  measured.  Resource  accessibility 
and  equity  decreased  as  discretionary  levies  were  added  as  measured  by  the  variance  and 
standard  deviation. 

The  previous  measures  established  the  degree  of  revenue  variability  among 
Florida's  school  districts  across  eight  levels  of  aggregation.  The  following  section  is  a 
presentation  of  the  results  of  the  calculations  of  wealth  neutrality  measures. 

Wealth  Neutrality:  Regression  Measures 
Wealth  neutrality  was  a  construct  that  measured  the  degree  to  which  resources 
for  students  were  a  function  of  the  local  fiscal  wealth.  Wealth  neutrality  was  measured 
by  the  correlation  coefficient,  coefficient  of  determination,  and  regression  coefficient. 
Two  econometric  measures,  the  Gini  coefficient  and  the  McCloone  index,  were  also  used 

to  measure  wealth  neutrality.   

The  results  of  the  wealth  neutrality  regression  measures  are  detailed  in  Table  4-3. 
The  correlation  coefficients  and  coefficients  of  determination  provided  measures  of  the 
strength  of  the  relationship  between  per-pupil  revenues  generated  across  the  eight  levels 
of  aggregation.  The  regression  coefficients  indicated  the  magnitude  of  the  relationship 
between  the  variables  across  these  levels. 
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Table  4-3.  Wealth  Neutrality:  Regression  Measures 


Level 

Per-pupil  Equity  Examined 

Correlation 
Coefficient 

Coefficient  of 
Determination 

Regression 
Coefficient 

1 

Base  rbrr 

f\  (in 

U.44 

A  AAAQ 

u.uuuy 

2 

Base  +  Capital 

Outlay/Maintenance  ■ 

U.oo 

■  vi 

A  A  AT /I 
U.UUZ4 

3 

Base  +  Discretionary  Current 
Operating 

0.82 

0.67 

0.0014 

4 

Base  +  Supplemental 
Discretionary 

0.69 

0.48 

0.0010 

5 

Base  +  Capital 
Outlay/Maintenance  + 
Discretionary  Current  Operating 

0.90 

0.81 

0.0029 

6 

Base  +  Discretionary  Current 
Operating  + 

Supplemental  Discretionary 

0.90 

0.81 

0.0030 

7 

Base  +  Capital 
Outlay/Maintenance  + 
Supplemental  Discretionary 

0.86 

0.74 

0.0025 

8 

Base  +  Capital 
Outlay/Maintenance  + 
Discretionary  + 
Supplemental  Discretionary 

0.90 

0.81 

0.0030 

Correlation  Coefficient 

The  correlation  coefficient  measured  the  relationship  between  wealth  and  revenue 
in  the  district.  This  calculation  resulted  in  values  that  ranged  from  -1 .0  to  +1 .0.  The 
closer  the  value  was  to  zero,  the  greater  the  equity.  A  zero  indicated  perfect  wealth 
neutrality  and  equity.  As  the  number  increased,  inequity  increased. 

The  correlation  coefficient  calculated  from  correlating  per-pupil  locally  assessed 
property  valuations  and  per-pupil  revenues  from  the  foundation  program  was  .67.  This 
result  indicated  a  positive  correlation  between  local  wealth  represented  by  per-pupil 
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property  valuation  and  resources  for  educational  support,  represented  by  per-pupil 
foundation  revenues.  The  correlation  coefficient  was  .86  for  the  base  plus  the  capital 
outlay/maintenance  revenues,  .82  for  base  plus  the  discretionary  current  operating 
revenues,  and  .69  for  the  base  plus  the  supplemental  discretionary  revenues.  Such  high 
correlation  coefficients  were  anticipated  because  the  revenues  were  the  result  of  the 
application  of  millage  rates  on  the  assessed  valuation  of  property. 

When  revenues  from  the  base  were  added  to  various  combinations  of  any  two  of 
the  discretionary  levies,  the  result  was  an  appreciable  increase  in  the  relationship  between 
district  property  wealth  and  per-pupil  revenues.  The  correlation  coefficient  for  the 
combination  of  the  base  with  revenues  from  the  discretionary  current  operating  and 
capital  outlay/maintenance  funding  sources  was  .90,  while  the  correlation  coefficient  for 
the  combination  of  the  base  with  revenues  from  the  supplemental  discretionary  and 
capital  outlay/maintenance  funding  sources  was  .86.  The  correlation  coefficient  for  a 
combination  of  the  base  with  revenues  from  all  three  discretionary  levies  was  .90. 

Coefficient  of  Determination 

The  coefficient  of  determination  also  measured  the  relationship  between  wealth 
and  revenue  in  the  district  by  measuring  the  ratio  of  the  variability  of  per-pupil  revenues 
that  were  accounted  for  by  variability  of  per-pupil  assessed  valuation.  It  was  calculated 
by  squaring  the  correlation  coefficient.  Values  ranged  between  zero  and  one,  with  zero 
being  perfect  wealth  neutrality  and  equity.  Increasing  numbers  indicated  an  increase  in 
variance  as  a  result  of  local  wealth,  therefore,  a  decrease  in  wealth  neutrality  and  equity. 

Per-pupil  assessed  valuation  variability  measured  .44  of  the  variability  in  per- 
pupil  base  revenues,  .73  of  the  variability  in  per-pupil  revenues  from  the  base  with  the 
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capital  outlay/maintenance,  .67  of  the  variability  in  per-pupil  revenues  from  the  base  with 
the  discretionary  current  operating  millage,  and  .48  of  the  variability  in  per-pupil 
revenues  from  the  base  and  the  supplemental  discretionary  levies. 

When  the  per-pupil  base  revenues  were  aggregated  with  revenues  from  various 
combinations  of  the  discretionary  levies,  the  variability  was  almost  double  the  variability 
of  the  base.  The  coefficient  of  determination  for  the  base  combined  with  the  capital 
outlay/maintenance  and  discretionary  current  operating  was  .81,  for  the  base  combined 
with  the  discretionary  current  operating  and  supplemental  discretionary  was  .81,  and  for 
the  base  with  the  capital  outlay/maintenance  and  supplemental  discretionary  was  .74. 
Per-pupil  variability  measured  .8 1  of  the  variability  in  revenues  raised  through  the 
combination  of  the  base  combined  with  the  capital  outlay/maintenance,  discretionary, 
and  supplemental  discretionary  levies. 

Regression  Coefficient 

The  regression  coefficient  measured  the  difference  a  change  in  wealth,  or  tax  rate, 
had  on  expenditures.  This  measurement  of  the  magnitude  of  the  relationship  between 
fiscal  capacity  and  per  pupil  inputs  resulted  in  a  dollar  amount  of  change  in  the  per  pupil 
revenues.  An  increase  in  this  relationship  indicated  a  decrease  in  wealth  neutrality, 
therefore  a  decrease  in  fiscal  equity. 

The  regression  coefficient  for  the  base  revenue  was  .0009.  This  meant  that  for 
every  dollar  increase  in  the  assessed  valuation  per  pupil,  there  was  a  commensurate 
increase  of  $.0009  in  per-pupil  revenues.  The  regression  coefficient  for  the  base  with  the 
capital  outlay/maintenance  revenues  was  .0024,  for  the  base  with  the  discretionary 
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current  operating  revenues  was  .0014,  for  the  base  with  the  supplemental  discretionary 
revenues  was  .0010. 

The  regression  coefficient  for  per  pupil  revenues  from  the  base  program  with  the 
various  combinations  of  the  discretionary  levies  was  .0029  when  the  base  was  combined 
with  the  capital  outlay/maintenance  and  discretionary  current  operating  revenues,  .0030 
when  the  base  was  combined  with  the  discretionary  current  operating  and  the 
supplemental  discretionary  revenues,  and  .0025  when  the  base  was  combined  with  the 
capital  outlay/maintenance  and  supplemental  discretionary  revenues.  When  the  base  was 
combined  with  the  revenues  from  all  three  discretionary  levies,  the  regression  coefficient 
was  .0030.  Measures  of  variability  were  the  highest  when  the  revenues  from  the  capital 
outlay/maintenance  discretionary  levy  were  included  in  any  of  the  calculations. 

The  effect  of  the  discretionary  levies  on  the  wealth  neutrality  as  assessed  by 
variability  measures  was  mixed.  Equity  decreased  as  measured  by  the  correlation 
coefficient  and  coefficient  of  determination.  The  effect  on  wealth  neutrality  and  equity 
tended  toward  disequalization.  When  the  regression  coefficient  was  applied,  this  trend 
toward  disequalization  continued,  but  the  results  were  less  disequalizing  compared  with 
the  results  of  the  correlation  coefficient  and  coefficient  of  determination. 

The  preceding  section  included  the  results  of  wealth  neutrality  regression 
measures  including  the  correlation  coefficient,  coefficient  of  determination,  and 
regression  coefficient.  The  next  section  includes  the  results  of  two  econometric  measures 
of  wealth  neutrality,  the  McCloone  index  and  the  Gini  coefficient,  when  each  measure 
was  applied  across  the  eight  levels  of  aggregation. 


Wealth  Neutrality:  Econometric  Measures 
Table  4-4  details  the  results  of  the  application  of  these  two  econometric  measures 
of  wealth  neutrality,  the  McLoone  index  and  the  Gini  coefficient. 


Table  4-4.  Wealth  Neutrality:  Econometric  Measures 


r  CI'pupil  f_,m_iliy  ILAallllllCU 

Mrl  none  Index 

Gini  Coefficient 

1 

Base  FEFP 

0.9752 

0.0237 

2 

Base  +  Capital  Outlay/Maintenance 

0.9536 

0.0406 

3 

Base  +  Discretionary  Current 
Operating 

0.9722 

0.0275 

4 

Base  +  Supplemental  Discretionary 

0.9770 

0.0240 

5 

Base  +  Capital  Outlay/Maintenance  + 
Discretionary  Current  Operating 

0.9586 

0.0447 

6 

Base  +  Discretionary  Current 
Operating  +  Supplemental 
Discretionary 

0.9735 

0.0279 

7 

Base  +  Capital  Outlay/Maintenance  + 
Supplemental  Discretionary 

0.9576 

0.0409 

8 

Base  +  Capital  Outlay/Maintenance  + 
Discretionary  + 
Supplemental  Discretionary 

0.9595 

0.0450 

McLoone  Index 

The  McLoone  index  measured  the  degree  of  equity  in  the  lower  half  of  the 
distribution.  This  calculation  was  the  ratio  of  the  sum  of  revenues  per  pupil  per  district 
below  the  median  to  the  sum  of  revenues  required  if  all  districts  below  the  median  were 
at  the  median  aggregate  level  of  revenues.  The  result  was  a  number  between  zero  and 
one.  The  closer  the  index  was  to  1,  the  greater  was  the  equity  of  the  lower  half  of  the 
distribution. 
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The  McLoone  index  for  base  revenues  was  .9752,  for  the  base  with  the  capital 
outlay/maintenance  dollars  was  .9536,  for  the  base  with  the  discretionary  current 
operating  dollars  was  .9722,  and  for  the  base  with  the  supplemental  discretionary  dollars 
was  .9770.  The  moneys  generated  from  the  combination  of  the  base  with  two  of  the  three 
discretionary  levies  yielded  a  McLoone  index  of  .9586  for  the  base  with  the  current 
operating  and  capital  outlay/maintenance  revenues,  .9735  for  the  base  with  the  current 
operating  and  supplemental  discretionary  revenues,  and  .9576  for  the  base  with  the 
capital  outlay/maintenance  and  supplemental  discretionary  revenues.  The  combination 
of  the  base  revenue  with  moneys  from  all  three  discretionary  levies  translated  to  a 
McLoone  index  of  .9595.  The  effect  of  discretionary  levies  on  the  wealth  neutrality  and 
equity  of  the  distribution  system  indicated  a  slight  disequalization  when  measured  by  the 
McLoone  index. 

Gini  Coefficient 

The  Gini  coefficient  measured  how  closely  the  variable  distribution  provided  a 
specific  percentage  of  the  population  with  an  equal  percentage  of  revenues.  This  wealth 
neutrality  measure  indicated  the  relationship  between  the  school  district's  wealth,  local 
support  through  taxes,  and  the  per-pupil  expenditures  of  the  school  district.  The  result 
was  a  number  between  zero  and  one.  The  closer  the  value  was  to  zero,  the  more 
equitable  the  revenue  distribution  was  in  providing  a  given  percentage  of  students  with 
an  equal  percentage  of  revenue. 

The  Gini  coefficient  calculated  for  base  revenues  was  .0237,  for  base  revenues 
and  capital  outlay/maintenance  revenues  was  .0406,  for  the  base  revenues  and 
discretionary  current  operating  revenues  was  .0275,  and  for  the  base  revenues  and 


supplemental  discretionary  revenues  was  .0240.  The  moneys  generated  from  the 
combination  of  the  base  with  two  of  the  three  discretionary  levies  yielded  a  Gini 
coefficient  of  .0447  for  the  base  with  the  current  operating  and  capital 
outlay/maintenance  revenues,  .0279  for  the  base  with  the  current  operating  and 
supplemental  discretionary,  and  .0409  for  the  base  with  the  capital  outlay/maintenance 
and  supplemental  discretionary  revenues.  The  combination  of  the  base  revenue  with 
moneys  from  all  three  discretionary  levies  translated  to  a  Gini  coefficient  of  .0450. 

The  relatively  low  values  for  the  Gini  coefficient  indicated  that  the  funding 
formulas  were  close  to  equitable  at  each  of  the  eight  levels  of  aggregation.  The  closer  the 
value  was  to  zero,  the  more  equitable  the  revenue  distribution  was  in  providing  a  certain 
percentage  of  students  with  an  equal  percentage  of  the  revenue.  Although  the  Gini 
coefficient  was  highest  when  the  capital  outlay/maintenance  levies  were  included  in  the 
calculation  at  levels  two,  five,  seven  and  eight,  the  values  were  still  relatively  low.  The 
effect  of  discretionary  levies  on  the  wealth  neutrality  and  equity  of  the  distribution 
system  was  slight  when  measured  by  the  Gini  coefficient. 

The  preceding  section  represented  measurement  of  the  effects  of  discretionary 
levies  on  the  wealth  neutrality  of  a  foundation  program,  using  both  regression  and 
econometric  measures.  In  the  next  section,  the  results  of  tax  yield  measures  are 
presented. 

Tax  Yield 

Tax  yield  was  a  construct  that  measured  the  relationship  between  the  tax  rate  and 
per  pupil  revenues.  The  correlation  coefficient  and  regression  coefficient  were  used  to 
measure  the  relationship  between  tax  effort  and  per  pupil  revenues  across  the  eight  levels 
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of  aggregation.  Table  4-5  indicates  the  results  of  the  regression  analysis  including 
correlation  coefficient  and  regression  coefficient  measures. 

Table  4-5.  Tax  Yield  '  "  ' 


Level 

Per-pupil  Equity  Examined 

Correlation 
Coefficient 

Regression 
Coefficient 

1 

BaseFEFP 

0.5188 

+  .0000009854 

2 

Base  +  Capital 
Outlay/Maintenance  • 

0.5177 

+ .0000000008 

3 

Base  +  Discretionary  Current 
Operating 

0.5194 

+ .0000000009 

4 

Base  +  Supplemental 
Discretionary 

0.5167 

+  .0000000010 

5 

Base  +  Capital 
Outlay/Maintenance  + 
Discretionary  Current  Operating 

0.5182 

+  .0000000007 

6 

Base  +  Discretionary  Current 
Operating  + 

Supplemental  Discretionary 

0.5174 

+.0000000009 

7 

Base  +  Capital 
Outlay/Maintenance  + 
Supplemental  Discretionary 

0.5160 

+  .0000000007 

8 

Base  +  Capital 
Outlay/Maintenance  + 
Discretionary  +  Supplemental 
Discretionary 

0.5166 

+ .0000000008 

Correlation  Coefficient  '  " 

The  correlation  coefficient  measured  the  strength  of  the  relationship  between  the 
tax  rate  and  the  per-pupil  revenues  once  the  millage  was  applied.  The  result  was  a  value 
between  +1,-1,  and  0.  Absolute  equity  was  indicated  by  a  +1 .  No  relationship  between 
tax  yield  and  effort  was  indicated  with  a  0.  Inequity  was  indicated  by  negative  values, 
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which  signaled  per  pupil  revenues  decreased  with  increased  tax  effort.  The  result  was  a 
value  conveyed  as  a  dollar  difference  in  per  pupil  revenues  given  a  one  mill  change  in  tax 
rate. 

A  correlation  coefficient  of  .5188  for  the  base  foundation  program  was  indicative 
of  a  moderate  positive  correlation  between  increasing  tax  rates  and  increasing  per-pupil 
revenues.  The  correlation  coefficients  for  the  base  with  the  capital  outlay/maintenance, 
discretionary  current  operating,  and  supplemental  discretionary  levies  were  .5177,  .5194, 
and  .5167,  respectively.  These  correlation  coefficients  also  indicated  slight  positive 
relationships  between  tax  effort  and  revenues  per  pupil. 

Various  combinations  of  two  of  the  tax  sources  with  the  base  funding  source  had 
a  consistent  effect  on  tax  yield.  The  correlation  coefficients  from  these  combinations 
indicated  a  slight  positive  relationship  between  tax  effort  and  revenues  per  pupil.  The 
combination  of  the  base  with  the  capital  outlay/maintenance  and  discretionary  current 
operating  levies  yielded  a  correlation  coefficient  of  .5 1 82  with  resultant  per-pupil 
revenues.  The  combination  of  the  base  with  the  discretionary  current  operating  and 
supplemental  discretionary  levies  resulted  in  a  correlation  coefficient  of  .5 1 74.  The 
combination  of  the  base  with  the  capital  outlay/maintenance  and  supplemental 
discretionary  resulted  in  a  correlation  coefficient  of  .5 160.  The  combination  of  the  per- 
pupil  millage  rates  from  the  four  funding  sources  resulted  in  a  correlation  coefficient  of 
.5166  with  total  per-pupil  revenues,  indicating  a  moderate  positive  relationship  between 
the  tax  rate  and  the  per-pupil  revenues  once  the  millage  was  applied.  The  effect  of 
discretionary  levies  on  tax  yield  was  slight  when  measured  by  the  correlation  coefficient. 
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Regression  Coefficient 

While  the  strength  of  the  relationship  between  per-pupil  millage  rates  and  per- 
pupil  revenues  for  each  of  the  eight  levels  of  aggregation  was  measured  with  the 
correlation  coefficient,  the  regression  coefficient  was  used  to  measure  the  magnitude  of 
the  relationship.  The  regression  coefficient  for  the  base  foundation  program  was 
measured  at  +.0000009854.  This  small  value  indicated  the  magnitude  with  which  higher 
levels  of  tax  effort  were  associated  with  lower  levels  of  revenues  per  pupil.  The 
regression  coefficients  for  the  base  with  the  capital  outlay/maintenance,  the  base  with  the 
discretionary  current  operating,  and  the  base  with  the  supplemental  discretionary  levies 
were +.0000000008,  +.0000000009,  and +.0000000010,  respectively. 

Combinations  of  two  of  the  tax  sources  with  the  base  funding  source  also  had  a 
minimal  effect  on  tax  yield.  The  combination  of  the  base  with  the  capital 
outlay/maintenance  and  discretionary  current  operating  levies  yielded  a  regression 
coefficient  of +.0000000007.  The  combination  of  the  base  with  the  discretionary  current 
operating  and  supplemental  discretionary  levies  resulted  in  a  regression  coefficient  of 
+.0000000009.  The  combination  of  the  base  with  the  capital  outlay/maintenance  and 
supplemental  discretionary  resulted  in  a  regression  coefficient  of +.0000000007.  Finally, 
when  per-pupil  yield  for  the  combination  of  the  base  foundation  with  all  three 
discretionary  millage  rates  was  regressed  on  per-pupil  revenues  from  all  four  sources,  the 
resulting  regression  coefficient  was  +.0000000008.  The  small  regression  across  the  eight 
levels  of  aggregation  was  a  function  of  a  variable  with  a  large  magnitude  predicting  a 
variable  with  a  small  magnitude.  The  effect  of  discretionary  levies  on  tax  yield  was  very 
slight  when  measured  by  the  regression  coefficient. 


Summary  of  Results 

Measures  of  equity  and  fiscal  neutrality  were  applied  among  the  67  Florida  school 
districts  as  the  three  discretionary  levies  were  added,  both  individually  and  in 
combination,  across  the  eight  aggregate  levels.  The  purpose  of  this  study  was  to 
determine  the  effects  of  these  discretionary  levies  on  the  equity  of  a  state  school  finance 
system.  The  variable  measured  was  revenues  per  weighted  FTE  as  each  discretionary 
levy  was  applied  both  individually  and  in  combination.  The  equity  measures  used  in  this 
study  were  the  mean,  range,  restricted  range,  federal  range  ratio,  variance,  standard 
deviation,  coefficient  of  variation,  correlation  coefficient,  coefficient  of  determination, 
regression  coefficient,  McCloone  index,  and  Gini  coefficient.  Measures  of  tax  yield  used 
in  this  study  were  the  correlation  coefficient  and  regression  coefficient.  A  summary  of 
the  results  derived  from  these  measures  are  presented  in  Table  4-7. 

Conclusion 

The  results  of  the  analysis  meant  to  address  the  question,  "How  does  the 
additional  revenue  generated  by  the  discretionary  and  unequalized  levies  affect  the  equity 
in  a  foundation  education  funding  distribution  system?"  were  presented  in  this  chapter. 
These  results  were  associated  to  the  fiscal  equity  constructs  including  resource 
accessibility,  wealth  neutrality,  and  tax  yield.  Resource  accessibility  was  measured  with 
the  mean,  range,  restricted  range,  federal  range  ratio,  variance,  standard  deviation,  and 
coefficient  of  variation.  Wealth  neutrality  was  measured  with  both  regression  and 
econometric  measures.  The  regression  measures  described  the  relationship  between  per- 
pupil  assessed  valuation  and  per-pupil  revenue.  These  measures  included  the  correlation 
coefficient,  coefficient  of  determination,  and  regression  coefficient.  The  econometric 
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measures,  the  Gini  coefficient  and  McLoone  index,  analyzed  the  distribution  of  per-pupil 
revenues.  The  tax  yield  was  calculated  using  regression  measures  that  analyzed  the 
relationship  between  tax  effort  and  per-pupil  revenues.  These  measures  included  the 
correlation  coefficient  and  the  regression  coefficient.  A  discussion  of  the  results  of  the 
study,  including  overall  conclusions  and  implications,  are  presented  in  Chapter  5. 


Table  4-7.  Summary  of  Results 

-    .  -? 

Construct  Measured 

oiaiisiic 

Effect  of 

LyloLiClUJlldiy  J_*CVlCo 

Kesource  Accessiuiiiiy.  i\.ange 
Distribution 

Range 

Decreased  Equity 

Distribution 

Restricted  Range 

Decreased  Equity 

Distribution 

Federal  Range  Ratio 

Decreased  Equity 

Xvcbuuicc  /Acccooiuiiiiy .  vajiduiiiiy 

V  al  lallCC 

F)pprp?iQpH  Pniiitv 

Resource  Accessibility:  Variability 

Standard  Deviation 

Decreased  Equity 

Resource  Accessibility:  Variability 

Coefficient  of  Variation 

Slight 

Disequalization 

Wealth  Neutrality:  Regression 

Correlation  Coefficient 

Decreased  Equity 

Wealth  Neutrality:  Regression 

Coefficient  of  Determination 

Decreased  Equity 

Wealth  Neutrality:  Regression 

Regression  Coefficient 

Slight 

Disequalization 

Wealth  Neutrality:  Econometric 

McCloone  Index 

Slight 

Disequalization 

Wealth  Neutrality:  Econometric 

Gini  Coefficient 

Slight 

Disequalization 

Tax  Yield 

Correlation  Coefficient 

Slight 

Disequalization 

Tax  Yield 

Regression  Coefficient 

Slight 

Disequalization 

CHAPTER  5 

SUMMARY,  FINDINGS,  CONCLUSIONS,  IMPLICATIONS 


Summary 

Education  is  big  business.  Nationally,  about  $244  billion  was  spent  in  1997  on 
public  education.  Money  does  matter.  Educators  across  the  United  States  have  concerns 
about  financing  their  educational  systems.'  School  finance  has  become  more  complex 
due  to  issues  surrounding  per-pupil  expenditures,  state  and  federal  ftmding,  allocation  of 
resources,  standards-based  education,  performance-based  funding,  school-based 
budgeting,  facilities  needs,  local  property  taxes,  and  finally  the  shift  from  equity  to 
adequacy.  Funding  to  educate  inner  city  and  poor  rural  populations  is  particularly 
problematic. 

State  constitutions  have  dictated  that  education  was  the  responsibility  of  the  state. 
Fiscal  equity  has  been  the  goal  of  school  finance  litigation  for  the  past  several  decades. 
Fiscal  neutrality,  the  belief  that  the  education  a  child  received  should  not  be  dependent  on 
the  wealth  of  the  district  in  which  the  child  resided,  is  a  central  tenet  of  fiscal  equity. 
Traditionally,  the  main  criterion  used  to  evaluate  fiscal  equity  has  been  the  per-pupil 
expenditures  for  each  district. 

Recently,  the  concept  of  fiscal  equity  has  been  broadened  to  require  that  every 
child,  regardless  of  circumstances,  received  adequate  educational  opportunities.  Both 
equity  and  adequacy  have  been  issues  in  school  education  funding  challenges.  The 
implication  was  that  finance  systems  must  close  the  gap  between  the  best  and  the  worst 
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financed  school  system  and  provide  equal  opportunities  for  excellence  in  education. 
Finance  systems  of  the  future  would  be  anchored  on  the  belief  in  a  high-quality  education 
for  all  children,  not  a  basic  or  minimum  education.  The  goal  would  be  equity  and 
excellence  for  every  child. 

Most  states,  including  Florida,  have  funded  education  through  a  foundation 
distribution  program.  This  system  ensured  a  foundational  level  of  educational  support. 
Theoretically,  the  foundation  program  guaranteed  each  student  a  minimally  acceptable 
level  of  fiscal  support.  Local  districts  had  the  option  to  generate  additional  revenue 
through  taxes.  These  discretionary  levies  allowed  some  degree  of  inequity  to  exist. 

State  court  decisions  have  been  mixed  in  regard  to  the  degree  to  which  inequity 
beyond  the  foundation  level  was  tolerated.  States  dealt  with  revenues  produced  beyond 
the  foundation  level  differently.  Some  states  equalized  revenues  generated  beyond  the 
foundation  levels  while  others  did  not.  In  Florida,  the  revenues  generated  by  two  of  the 
three  nonvoted  discretionary  levies  were  not  equalized  by  the  state.  The  extent  to  which 
these  levies  had  disequalizing  effects  on  the  equity  of  the  FEFP  for  the  year  1996-97  was 
the  subject  of  the  current  study.  The  present  study  used  these  school  finance  equity 
principles  to  answer  the  research  question,  "How  does  the  additional  revenue  generated 
by  discretionary  and  unequalized  local  levies  affect  equity  in  a  foundation  education 
funding  distribution  system?" 

Findings 

In  the  previous  section,  a  summary  of  the  study  was  presented.  The  following 
section  includes  findings  based  on  the  values  calculated  from  the  measures  of  equity 
including  resource  accessibility,  wealth  neutrality,  and  tax  yield. 
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Results  from  the  measurement  of  resource  accessibility  follow.  Resource 
accessibility  measured  the  degree  to  which  all  students  had  access  to  an  approximately 
equivalent  level  of  fiscal  support  for  education. 

Resource  Accessibility 

Results  from  the  measures  of  the  range,  restricted  range,  and  federal  range  ratio 
indicated  that  the  distribution  range  increased  as  the  discretionary  revenues  were  applied. 
These  ranges  increased  as  the  three  discretionary  levies,  capital  outlay/maintenance, 
current  operating,  and  supplemental  were  introduced  into  the  distribution  individually,  in 
combinations  of  two,  and  finally  when  all  three  discretionary  levies  were  applied.  When 
the  capital  outlay/maintenance  revenues  were  added  into  the  calculation  individually  or 
in  combination  with  other  discretionary  dollars,  the  range  increase  was  the  greatest.  The 
increase  in  the  range  in  the  distribution  of  revenues  per  weighted  FTE  indicated  a 
disequalizing  effect  on  resource  accessibility  from  the  addition  of  discretionary  levies. 

Results  from  the  measures  of  variability  including  the  mean,  variance,  standard 
deviation,  and  coefficient  of  variation  indicated  that  the  variability  increased  as  the 
discretionary  revenues  were  applied.  When  unequalized  revenues  were  introduced  into 
foundation  program  revenues,  the  effect  was  an  increase  in  the  per-pupil  levels  of 
support.  This  increase  was  apparent  from  the  increase  in  the  variance  and  standard 
deviation  figures  indicating  aggregate  dollar  variability  increases.  The  standardized 
calculation  of  variability,  the  coefficient  of  variation,  showed  a  slight  increase  with  the 
introduction  of  the  three  discretionary  levies.  The  increase  in  standardized  variability 
was  most  evident  when  the  capital  outlay/maintenance  revenues  were  introduced.  The 
increase  in  the  variability  in  the  distribution  of  revenues  per  weighted  FTE  indicated  a 
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disequalizing  effect  on  resource  accessibility  from  the  addition  of  discretionary  levies  as 
measured  by  the  variance  and  standard  deviation.  The  increase  in  the  variability  in  the 
distribution  of  revenues  per  weighted  FTE  trended  toward  disequalization  when 
measured  by  the  coefficient  of  variation. 

The  previous  explanation  indicated  the  results  of  measures  of  resource 
accessibility.  The  results  of  measures  of  wealth  neutrality  follow.  Wealth  neutrality 
measured  the  degree  to  which  student  resources  were  not  a  function  of  local  fiscal 
wealth. 

Wealth  Neutralitv 

Results  from  the  regression  and  econometric  measures  of  wealth  neutrality  were 
mixed.  The  correlation  coefficient  indicated  a  positive  correlation  between  local  wealth 
represented  by  per-pupil  property  valuation  and  resources  for  educational  support  when 
revenues  from  the  discretionary  millage  were  added  to  the  base.  When  combinations  of 
the  discretionary  levies  were  applied,  the  correlation  coefficient  increased  considerably 
indicating  a  strong  relationship  between  district  property  wealth  and  per-pupil  revenues. 
The  correlation  coefficient  was  the  highest  when  the  capital  outlay/maintenance 
discretionary  millage  was  included  in  the  calculation.  The  positive  correlation  between 
wealth  and  revenue,  when  the  discretionary  levies  were  added  to  the  base,  indicated  a 
disequalizing  effect  on  wealth  neutrality  as  measured  by  the  correlation  coefficient. 

The  coefficient  of  determination  also  measured  the  relationship  between  wealth 
and  revenue  in  the  district.  The  addition  of  the  discretionary  dollars  had  the  effect  of 
increasing  the  amount  of  variance  in  per-pupil  revenues  evident  by  variance  in  per-pupil 
property  wealth.  Variance  in  per-pupil  assessed  valuation  in  the  base  alone  represented 
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less  than  half  of  the  variation  in  per-pupil  foundation  revenues.  This  variance  nearly 
doubled  when  all  three  discretionary  levies  were  applied.  The  positive  relationship 
between  wealth  and  revenue  when  the  discretionary  millage  were  added  to  the  base 
indicated  a  disequalizing  effect  on  wealth  neutrality  as  measured  by  the  coefficient  of 
determination. 

The  regression  coefficient  measured  the  difference  a  change  in  wealth  or  tax  rate 
had  on  expenditures  by  measuring  the  magnitude  of  the  relationship  between  fiscal 
capacity  and  per-pupil  inputs.  An  increase  in  this  relationship  was  noted  as  discretionary 
dollars  were  added.  The  increase  was  greatest  when  the  revenues  generated  by  the 
capital/outlay  maintenance  levy  was  a  part  of  the  calculation.  Overall,  the  effect  of  the 
discretionary  levies  on  wealth  neutrality  indicated  a  slight  disequalization  as  measured  by 
the  regression  coefficient. 

The  preceding  discussion  included  the  results  of  wealth  neutrality  measurements 
including  the  correlation  coefficient,  coefficient  of  determination,  and  regression 
coefficient.  The  results  of  the  two  econometric  measures  of  wealth  neutrality,  the 
McCloone  index,  and  the  Gini  coefficient,  follow. 

The  McCloone  index  measured  equity  provided  pupils  below  the  state  median  by 
calculating  the  ratio  of  the  sum  of  revenues  per  pupil  per  district  below  the  median  to  the 
sum  of  revenues  required  if  all  districts  below  the  median  were  at  the  median  level  of 
revenues.  The  distribution  of  foundation  revenues  indicated  a  consistently  high  degree  of 
wealth  neutrality  as  discretionary  revenues  were  added.  The  addition  of  the  discretionary 
levies  individually,  as  well  as  combinations  of  the  same,  had  virtually  no  effect  on  the 
distribution  below  the  median.  The  McCloone  index  remained  almost  constant  with  their 
addition,  ranging  from  .9536  to  .9752  across  the  eight  levels  of  aggregation.  The  effect 
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of  the  addition  of  discretionary  tax  dollars  on  the  distribution  below  the  median  indicated 
a  slight  disequalization,  as  measured  by  the  McCloone  index. 

The  Gini  coefficient  measured  the  relationship  between  the  school  district's 
wealth,  local  support  through  taxes,  and  the  per-pupil  expenditures  of  the  district.  The 
addition  of  discretionary  revenues  had  a  slight  effect  on  the  Gini  coefficient  when  the 
revenue  from  the  discretionary  current  operating  and  supplemental  discretionary  levies 
were  applied.  The  Gini  coefficient  increased  slightly  when  the  capital 
outlay/maintenance  revenues  were  added.  Overall,  the  distribution  of  the  foundation 
revenues  demonstrated  a  large  degree  of  wealth  neutrality,  as  measured  by  the  Gini 
coefficient  as  well  as  the  McCloone  index.  However,  the  application  of  discretionary 
levies  indicated  a  trend  toward  disequalization. 

The  previous  explanation  indicated  the  results  of  measures  of  wealth  neutrality. 
The  results  of  measures  of  tax  yield  follow.  Tax  yield  measured  the  relationship  between 
the  tax  rate  and  pupil  revenues. 

Tax  Yield 

The  correlation  coefficient  measured  the  strength  of  the  relationship  between  the 
tax  rate  and  the  per  pupil  revenues  once  the  millage  was  applied.  The  correlation  was 
consistent  and  positive  at  +.52  at  each  of  the  eight  levels  of  aggregation.  These  values 
indicated  that  increasing  tax  rates  were  associated  with  increasing  per-pupil  revenues. 

The  regression  coefficient  measured  the  magnitude  of  the  relationship  between 
the  tax  effort  and  per-pupil  revenues.  The  resuh  was  expressed  as  a  dollar  difference  in 
per-pupil  revenues  given  a  one  mill  change  in  tax  rate.  The  regression  was  consistent  and 
small  at  each  of  the  eight  levels  of  aggregation.  This  small  regression  was  a  function  of  a 
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variable  with  a  large  magnitude  predicting  a  variable  with  a  small  magnitude.  These 
values  for  the  correlation  coefficient  and  regression  coefficient  indicated  that  the  addition 
of  discretionary  funding  had  a  slight  disequalizing  effect  on  the  equality  of  the  tax  yield. 
The  trend  was  toward  disequalization  as  the  discretionary  levies  were  applied. 

Conclusions 

In  the  preceding  section,  the  findings  and  the  data  analyses  were  presented.  This 
section  includes  conclusions  about  the  effects  of  the  discretionary  levies  on  the  equity  of 
the  FEFP. 

1 .  Additional  revenues  from  the  discretionary  levies  increased  the  average 
revenues  per  weighted  FTE  in  Florida's  67  districts  when  the  1996-97  FEFP  was 
examined,  as  indicated  by  the  mean. 

2.  Additional  revenues  from  the  discretionary  levies  had  disequalizing  effects  on 
the  FEFP  when  applied  individually  and  in  combination  across  the  eight  aggregate  levels 
as  indicated  by  resource  accessibility  measures,  including  the  range,  restricted  range, 
federal  range  ratio,  variance  and  the  standard  deviation.  The  ranges  and  variability  of  the 
distribution  increased  as  the  discretionary  revenues  were  applied.  The  disequalizing 
effect  was  the  greatest  when  the  capital  outlay/maintenance  revenue  was  added  into  the 
calculation.  These  results  were  not  unexpected  given  the  increase  in  dollars  as  additional 
revenue  sources  were  added  to  the  analysis  and  because  the  capital  outlay/maintenance 
levy  at  2.0  mills  generated  more  revenue  than  the  other  two  discretionary  levies. 

3.  Additional  revenues  from  the  discretionary  levies  had  slight  disequalizing 
effects  on  the  equity  of  the  FEFP  when  applied  individually  and  in  combination  across 
the  eight  aggregate  levels  as  indicated  by  the  coefficient  of  variation,  the  standardized 
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calculation  of  variability.  Although  the  effect  on  resource  accessibility  was  nominal,  the 
increase  in  standardized  variability  was  most  evident  when  the  capital 
outlay/maintenance  revenues  were  introduced.  The  application  of  discretionary  levies 
indicated  a  trend  toward  disequalization. 

4.  Additional  revenues  from  the  discretionary  levies  had  disequalizing  effects  on 
the  equity  of  the  FEFP  when  applied  individually  and  in  combination  across  the  eight 
aggregate  levels  as  indicated  by  the  correlation  coefficient  and  coefficient  of 
determination.  The  correlation  coefficient  indicated  a  positive  correlation  between  local 
wealth  represented  by  per-pupil  property  valuation  and  resources  for  educational  support 
when  revenues  from  the  discretionary  millage  were  added  to  the  base.  The  coefficient  of 
determination  demonstrated  an  increasing  amount  of  variance  in  per-pupil  revenues 
evident  by  variance  in  per-pupil  property  wealth.  Wealth  neutrality  and  equity  decreased 
as  the  three  discretionary  levies  were  added  to  the  base  revenue  individually  and  in 
combinations. 

5.  Additional  revenues  from  the  discretionary  levies  had  slight  disequalizing 
effects  on  the  equity  of  the  FEFP  and  wealth  neutrality  when  applied  individually  and  in 
combination  across  the  eight  aggregate  levels  as  indicated  by  the  regression  coefficient, 
McCloone  index,  and  Gini  coefficient.  The  regression  coefficient  showed  the  slight 
increase  the  discretionary  tax  had  on  expenditures  by  measuring  the  magnitude  of  the 
relationship  between  fiscal  capacity  and  per-pupil  inputs.  The  capital  outlay/maintenance 
levy  caused  wealth  neutrality  to  decrease  more  significantly  than  either  of  the  other 
discretionary  levies.  The  econometric  measures  of  wealth  neutrality,  the  McCloone  index 
and  the  Gini  coefficient,  produced  less  appreciable  effects.  The  distribution  of 
foundation  revenues  indicated  a  consistently  high  degree  of  wealth  neutrality  as 


181 

discretionary  revenues  were  added.  As  measured  by  the  McCloone  index,  the  addition  of 
the  discretionary  levies  individually  as  well  as  combinations  of  the  same  had  only  a  slight 
effect  on  the  distribution  below  the  median.  The  addition  of  discretionary  revenues  had 
little  effect  on  the  Gini  coefficient,  which  demonstrated  a  high  degree  of  wealth 
neutrality.  The  increase  in  the  McCloone  index  and  the  Gini  coefficient  was  moderate 
when  the  capital  outlay/maintenance  revenues  were  added.  Overall,  the  distribution  of 
the  foundation  revenues  demonstrated  a  large  degree  of  wealth  neutrality. 

6.  Additional  revenues  from  the  discretionary  levies  had  a  slight  disequalizing 
effect  on  the  equity  of  the  FEFP  and  wealth  neutrality  when  applied  individually,  and  in 
combination,  across  the  eight  aggregate  levels  as  indicated  by  the  correlation  coefficient 
and  regression  coefficient.  Taxpayer  equity  calculations  indicated  minimal  disequalizing 
effects  when  the  strength  and  magnitude  of  the  relationship  between  the  tax  rate  and  the 
per-pupil  revenues  were  measured  after  the  discretionary  millage  was  applied.  The 
correlation  coefficient  was  consistent  and  positive  at  +.52  at  each  of  the  eight  levels  of 
aggregation.  This  indicated  that  increasing  tax  rates  were  associated  with  increasing  per- 
pupil  revenues.  The  regression  coefficient  was  consistently  minimal  at  each  of  the  eight 
levels  of  aggregation,  which  was  not  surprising  since  the  small  regression  was  a  fiinction 
of  a  variable  with  a  large  magnitude  predicting  a  variable  with  a  small  magnitude. 

To  summarize,  a  trend  toward  disequalization  emerged  as  the  three  discretionary 
levies  were  applied  individually  and  in  combination.  The  application  of  the  capital 
outlay/maintenance  levy  had  the  greatest  disequalizing  effect.  If  the  trend  were  to 
continue,  further  use  of  discretionary  levies  would  have  an  even  greater  disequalizing 
effect  on  the  equity  of  the  FEFP.  It  should  be  noted  that  violations  of  horizontal  equity 
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may  be  the  result  of  some  compelling  state  need  to  make  vertical  adjustments  to  the 
FEFP.  As  such,  not  all  disequalizing  trends  are  necessarily  detrimental. 

Comparisons  with  Previous  FEFP  Equity  Studies 

The  results  of  this  study  were  somewhat  consistent  with  several  earlier  equity 
studies  conducted  on  the  FEFP.  The  earliest  investigations  of  the  equity  in  the  FEFP 
including  those  by  Vaughn,  Carroll  and  Park,  and  Shiver,  were  not  directly  relevant  to 
this  study  because  they  compared  the  interdistrict  fiscal  equity  of  the  FEFP  with  the 
previous  distribution  system  implemented  under  the  Minimum  Foundation  Program 
(MF?)}  -  '.i 

Stark,  Honeyman,  and  Wood  examined  the  interdistrict  effects  of  the  Florida 
Lottery  on  the  state  finance  system.  The  results  of  this  equity  analysis  indicated  that  the 
FEFP  was  basically  equitable  for  the  year  studied,  1989-1990.  This  finding  was 
consistent  with  the  results  of  the  present  analyses  for  the  year  studied,  1 996-97.  The 
Stark,  Honeyman,  and  Wood  study  also  concluded  that  the  inclusion  of  lottery  funds 
impacted  the  equity  of  the  system.  Equity  increased  in  certain  districts  clustered  around 
the  mean  level  of  funding  and  decreased  for  districts  below  the  mean.  The  wealth 
neutrality  of  the  FEFP  was  relatively  unchanged  by  the  inclusion  of  lottery  funds.  This 
finding  was  consistent  with  the  conclusions  of  the  present  study  in  which  the  effects  of 
the  discretionary  levies  on  wealth  neutrality  were  also  relatively  unchanged  as  measured 
by  the  McCloone  index  and  Gini  coefficient.^ 

O'Loughlin,  Wood,  and  Honeyman  studied  the  effects  of  the  sparsity  supplement 
of  the  FEFP  formula  on  interdistrict  per-pupil  equity  in  1989-90  and  found  that  it  reduced 
the  inverse  relationship  between  the  distribution  of  funds  to  the  relative  property  wealth 
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of  districts.  The  findings  of  the  present  study  were  consistent  with  the  conclusions  of 
their  study  that  although  the  basic  part  of  the  FEFP  remained  relatively  equitable,  the 
addition  of  supplements,  discretionary  dollars,  and  categorical  supplements  had 
disequalizing  effects  on  the  distribution  system.  These  researchers  concluded  that  the 
discretionary  levy  had  a  the  most  disequalizing  effect." 

Currie  studied  the  relationship  of  the  equity  of  total  capital  outlay  revenues 
relative  to  the  equity  of  general  education  expenditures  and  the  relationship  of  the  equity 
of  the  state  and  local  components  of  capital  outlay  and  total  capital  outlay  revenues 
relative  to  each  other  for  public  K-12  education  in  1988-89.  Currie  concluded  that, 
although  measures  for  general  educational  expenditures  indicated  greater  horizontal 
equity  and  greater  wealth  neutrality  than  measures  for  total  capital  outlay  revenues  and 
that  there  was  a  lack  of  wealth  neutrality  in  total  capital  outlay,  the  FEFP  was  equitable. 
This  finding  was  consistent  with  the  current  study. 

Maiden  analyzed  the  cumulative  disequalizing  effects  of  the  two  unequalized 
local  discretionary  levies  on  the  FEFP,  the  discretionary  millage  and  school  capital 
improvement  millage,  both  nonvoted  millage  rates  for  the  year  1992-93.  The  present 
study  results  were  consistent  with  Maiden's  findings  that  discretionary  revenues  resulted 
in  disequalizing  effects  on  interdistrict  resource  accessibility  and  decreased  interdistrict 
wealth  neutrality  and  that  the  revenues  generated  through  the  capital  outlay/maintenance 
source  had  the  most  significant  disequalizing  effect  on  the  distribution.  However,  the 
^current  study  differed  from  Maiden's  in  one  regard.  In  Maiden's  study,  the  addition  of 
discretionary  levies  tended  to  eliminate  the  positive  relationship  between  per-pupil  tax 
effort  and  per-pupil  revenues.  In  the  current  study,  the  inclusion  of  discretionary  taxes 
showed  negligible  effects  on  taxpayer  equity.^ 
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Chambers  examined  the  effects  of  additional  revenues  from  capital  outlay 
transfers  on  the  equity  of  the  FEFP  for  the  year  1994-95.  The  results  of  Chamber's  study 
indicated  that  the  effects  of  the  capital  outlay  transfers  were  similar  to  the  effects  of  the 
application  of  discretionary  millage  on  the  FEFP  when  assessed  by  resource  accessibility 
measures  of  the  range  distribution  and  variability.  The  equity  in  the  distribution  of  funds 
among  Florida's  districts  decreased.  The  results  of  the  current  study  were  not  similar  to 
Chambers'  study  in  the  assessment  of  wealth  neutrality  as  measured  by  the  McCloone 
index  and  Gini  coefficient.  Chambers'  study  found  a  slight  increase  in  the  variation  in 
the  distribution  of  revenues.  The  variation  in  the  distribution  of  revenues  in  the  current 
study  was  slight.* 

Sutton  investigated  the  effects  of  additional  revenues  for  exceptional  student 
programs,  in  the  form  of  weighted  program  cost  factors,  on  the  equity  of  the  Florida 
school  finance  system  for  the  year  1995-96.  The  results  of  this  study  indicated  changes 
in  the  variation  in  the  distribution  of  revenues  per  pupil  per  district  as  groups  of  weighted 
program  cost  factors  were  added  to  the  FEFP.  Wealth  neutrality  measures  indicated  a 
lack  of  a  relationship  between  the  property  wealth  per  pupil  per  district  and  revenues  per 
pupil  per  district.  The  relationship  between  the  property  wealth  per  pupil  and  revenues 
per  pupil  did  not  change  as  weighted  program  cost  factors  were  added  to  the  FEFP. 
Sutton  found  that  wealth  neutrality  was  not  effected  by  the  additional  revenues  for 
exceptional  student  programs.  This  finding  was  congruent  with  findings  in  the  current 
study  that  wealth  neutrality  was  affected  minimally  with  the  addition  of  revenues  from 
discretionary  levies.' 

The  results  of  Nakib's  study  of  resource  allocation  and  use  in  Florida  for  the  year 
1991-92  were  consistent  with  the  current  study  in  that  a  high  level  of  interdistrict  equity 
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was  demonstrated.  Nakib  also  found  no  significant  variation  in  district  levels  of 
spending  when  levels  of  fiscal  1991-92  expenditures  were  compared  between  districts 
based  on  various  frequently  used  predictors.  In  addition,  the  breakdown  of  district  level 
of  expenditures  by  level  of  property  wealth  showed  little  variation.  Findings  suggested 
that  per-pupil  funding  and  per-pupil  spending  for  instruction  were  not  considerably 
significantly  higher  in  the  high-performing  schools.  Although  the  present  study  was  not 
intended  to  explore  a  correlation  between  performance  and  funding,  the  results  of  these 
studies  are  instructive  to  future  analyses.' 

Owens  and  Maiden  conducted  a  comparison  of  interschool  and  interdistrict 
funding  equity  in  Florida  for  fiscal  year  1991-92  to  determine  whether  dollars  that  flowed 
through  districts  and  schools  were  distributed  equitably.  The  extent  to  which 
instructional  expenditures  differed  between  districts  and  between  schools  and  subsequent 
effects  related  to  the  racial/ethnic  composition  or  household  income  levels  of  students 
was  also  explored.  The  results  of  their  analyses  provided  evidence  of  inequality  for 
schools  with  a  high  percentage  of  low  socio-economic  students.  The  study  showed  that 
substantial  inequalities  persisted  in  the  FEFP  despite  the  legislative  intent  to  further  fiscal 
equity  in  Florida.'  The  findings  of  the  Owens  and  Maiden  study  are  not  directly  relevant 
to  the  current  study.  However,  the  results  are  informative  to  future  finance  studies. 

This  section  included  a  comparison  of  previous  FEFP  equity  studies  with  the 
current  study.  The  implications  for  further  study  are  the  focus  of  the  next  section. 

Implications 

Conclusions  about  the  effects  of  the  discretionary  levies  on  the  equity  of  the 
FEFP,  including  comparisons  based  on  previous  equity  studies,  were  presented  in  the 
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preceding  section.  The  present  section  includes  a  discussion  of  implications  of  this  study 
for  additional  investigation  and  discussion  by  public  policy  makers. 

The  results  of  this  study  merit  further  research  into  six  associated  finance  equity 

issues: 

1 .  An  investigation  of  the  effects  of  an  additional  voted  discretionary  levy  on  the 
equity  of  the  FEFP  would  be  an  enhancement  of  the  present  study.  The  1997  Florida 
Legislature  gave  authority  for  districts  that  provided  90%  of  their  total  FEFP  from 
required  local  effort  to  assess  an  additional  discretionary  levy.  If  such  a  district's  percent 
increase  per  K  through  12  weighted  FTE  student  was  less  than  the  state  average  percent 
increase  per  K  through  1 2  weighted  FTE,  that  district  could  levy  additional  millage  that 
would  raise  an  amount  not  to  exceed  the  difference  between  the  district's  percent 
increase  and  the  state  average  percent  increase.'"  Based  on  the  1999  tax  roll,  the  90% 
limitation  reduced  the  required  local  effort  of  three  districts,  Collier,  Monroe,  and 
Martin."  This  additional  levy  had  the  potential  to  be  disequalizing  and  merits  further 
analysis. 

2.  Further  examination  of  inter-district,  inter-school,  and  inter-student  funding 
equity  would  clarify  the  resource  allocation  patterns  at  the  district,  school,  and  student 
levels.  The  current  study  examined  the  fiscal  equity  of  a  state  foundation  system  and  was 
limited  to  the  analysis  of  the  distribution  of  funds  from  the  state  to  the  districts. 
Investigation  of  the  differences  in  expenditures  between  districts  and  between  schools 

—    -  warrants  further  study.  The  educational  initiatives  discussed  in  Chapter  2,  including  the 
new  standard  of  high  learning  outcomes  for  all  students  with  requisite  monetary 
incentives  and  sanctions  and  school-based  decision-making  among  others,  create  funding 
variables  at  the  district  and  school  level  that  warrant  scrutiny.  Future  research  could 
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track  expenditures  to  the  individual  student  level.  Such  analyses  could  reveal  variations 
in  expenditures  by  racial/ethnic,  student  socioeconomic  status,  gender,  school  size, 
wealth  of  district,  and  programmatic  categories. 

3.  Analysis  of  the  effects  of  the  two  other  discretionary  millage  rates  not  included 
in  this  study,  one  that  may  be  levied  for  capital  outlay  purposes  and  the  other  for  debt 
service,  may  be  informative  to  the  discussion  of  finance  equity.'^  The  present  study  was 
limited  to  an  analysis  of  the  effects  of  three  of  the  five  discretionary  levies  allowable  in 
the  1996-97  FEFP. 

4.  Investigating  other  states  implementing  a  foundation  program  with 
discretionary  levies  to  finance  public  elementary  and  secondary  schools  is  justified.  The 
present  study  was  limited  to  an  analysis  of  the  effects  of  local  discretionary  levies  on  the 
foundation  finance  program  in  the  state  of  Florida. 

5.  Alternative  revenue  sources  for  education  should  be  studied.  The  state's 
current  reliance  on  the  sales  tax  is  problematic,  particularly  during  economic  recessions. 
A  state  income  tax  probably  has  the  least  chance  of  acceptance.  Discontent  among 
taxpayers  has  fostered  a  wave  of  choice  and  privatization  movements,  including  charter 
schools  and  vouchers,  that  warrant  closer  scrutiny  as  finance  equity  and  adequacy  issues 
emerge. 

6.  Research  into  the  capital  outlay/maintenance  millage  would  be  instructive.  A 
1998  federal  report  indicated  a  growing  school  facility  problem  throughout  the  50  states, 
including  Florida.  Yet,  for  the  year  studied,  1 996-97,  45  of  the  67  districts  in  Florida 
levied  the  full  2.0  capital  outlay/maintenance  millage.  The  revenue  from  this 
discretionary  levy  could  offset  facilities  costs.  An  analysis  of  districts'  facilities  needs  in 
Florida  within  the  context  of  the  capital  outlay/maintenance  levy  merits  further  study. 
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Three  additional  issues  not  directly  associated  with  local  discretionary  levies  but 
that  impact  the  FEFP  deserve  further  investigation: 

1 .  Further  study  into  the  adequacy  of  the  FEFP  is  warranted.  The  present  study 
analyzed  the  effects  of  discretionary  levies  on  the  equity  of  a  foundation  model  of  state 
support.  The  Florida  Constitution  guaranteed  that  "adequate  provision  shall  be  made  for 
a  uniform  system  of  free  public  schools."'^  The  uniform  provision,  the  distribution  of 
educational  funds  equitably  throughout  the  state,  was  addressed  in  this  study.  The 
adequate  provision,  which  addresses  sufficiency  of  funding  to  meet  individual 
educational  needs,  is  the  next  frontier  in  school  finance.  Recent  state  court  cases  have 
provided  the  impetus  for  the  expansion  of  finance  discussions  from  equity  to  adequacy  as 
well.  Additional  study  of  the  "adequate  provision"  would  be  instructive. 

2.  The  adequacy  of  the  tax  base  warrants  further  investigation.  The  tax  base 
from  which  Florida  generates  its  education  revenues  is  severely  limited.  By  constitutional 
prohibition,  Florida  cannot  impose  a  state  personal  income  tax  or  a  state  property  tax. 
Consequently,  the  state  has  relied  on  sales  tax,  corporate  income  tax,  and  a  variety  of 
specific  consumption  taxes  for  general  revenue  collection.  This  taxing  base  has  been  too 
volatile  and  narrowly  based  to  adequately  support  an  educational  system  with  growing 
enrollments,  increased  diversity,  goals  of  high  achievement,  and  facilities  needs.  This 
unpredictability  has  undermined  the  stability  of  educational  funding  at  the  state  level. 
The  state  lottery  has  also  contributed  to  the  decline  in  revenue  for  education  since  its 

-     -inception  in  1 987,  forcing  districts  to  compensate  for  the  shortage  in  state  fiinding. 

Property  taxes  have  been  the  only  source  of  local  revenue  for  K-12.  They  were  strictly 
capped  by  the  state  constitution  and  statutory  law.  ' '  ■  " 
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3.  The  accountability  legislation  in  Florida  and  its  subsequent  impact  on  flinding 
and  equity  bear  closer  examination.  Schools  are  required  to  publish  data  on  their 
schools' s  characteristics  including  information  on  per-pupil  funding,  school-level 
expenditures,  and  teachers  salaries.  As  these  data  become  more  available,  the  pressure 
may  grow  for  an  accounting  of  intra-school  variation.  Florida's  decentralization  strategy 
could  result  in  a  shift  in  litigation  and  political  focus  from  the  state  to  the  district  level. 
This  shift  and  the  consequent  impact  on  fianding  and  equity  merit  further  study. 

These  recommended  studies  would  be  informative  to  researchers  and 
practitioners.  However,  the  role  of  education  finance  studies  will  become  more  complex. 
Future  technical  analyses  of  educational  funding  equity  and  adequacy  will  be  framed  in 
the  context  of  the  economy,  public  perception  of  tax  fairness  and  tax  burden,  and  the 
public  understanding  of  school  accountability.  Future  solutions  to  public  school  funding 
will  emerge  from  the  results  of  studies  on  educational  fiinding  coupled  with  an 
understanding  of  the  increasingly  complex  dynamics  of  a  political  economy. 
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APPENDIX  A 
1996-1997  FEFP  PROGRAM  COST  FACTORS 

1996-97 


Basic  Programs  Cost  Factors 

Kindergarten  and  Grades  1 ,  2,  and  3  1 .049 

Grades  4,  5,  6,  7,  and  8  1.000 

Grades  9,  10,  11,  and  12  1.190 
Mainstream 

Grades  K-3  "     .  2.098 

Grades  4-8  2.000 

Grades  9-12  •         .,  2.380 

Programs  for  At-Risk  Student 

Dropout  Prevention  1.474 

Teenage  Parent  1.474 

Intensive  English/ESOL  K-3  1.280 

Intensive  English/ESOL  4-8  ■  1.280 

Intensive  English/ESOL  9-12  1.280 

Exceptional  Student  Programs 

Educable  Mentally  Handicapped  .  1 .979 

Trainalble  Mentally  Handicapped  '     '        •  3.111 

Physically  Handicapped  '                   ■   ..  s*  3.111 

Physical  &  Occupational  Therapy,  Part-Time       :  '  12.690 

Speech,  Language,  and  Hearing  Therapy,  Part-Time  5.333 

Speech,  Language,  and  Hearing  «  .  2.777 

Visually  Handicapped,  Part-Time  17.069 

Visually  Handicapped  5.333 

Emotionally  Handicapped,  Part-Time  4.287 

Emotionally  Handicapped  2.777 

Specific  Learning  Disability,  Part-Time  2.777 

Specific  Learning  Disability  1 .979 

Gifted,  Part-Time  1.710 

Hospital  &  Homebound,  Part-Time  12.690 

Profoundly  Handicapped  4.287 


Adult  General  Education  Programs 

Adult  Basic  Skills  .802 

Adult  Secondary  Education  .802 

Adult  Disabled  .962 


191 


Vocational-Technical  Programs 


Job  Preparatory 

Adult 

7-12 

Adult 

Supplemental 

Agriculture 

1.513 

1.477 

1.477 

Business  and  Office 

1.248 

1.373 

1.373 

Distributive 

1.174 

1.293 

Diversified 

1.232 

.948 

Health 

1.333 

1.488 

1.488 

Public  Service 

1.119 

1.155 

1.155 

Home  Economics 

1.277 

1.265 

1.265 

Industrial 

1.743 

1.473 

1.473 

Exploratory  (Grades  6-12) 

1.198 

Vocational  Mainstream  (Grades  6-12) 

1.966 

APPENDIX  B 
1996-1997  FEFP  RAW  DATA 
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Table  B-2.  District  Foundation  Revenue 


State  Foundation      Required  Local  Effort        Total  Foundation 


District  Name 

Revenue 

Revenue 

Revenue 

Total 

8.596.316.556 

3.685.166,129,371 

3.693,762,445,926 

Alachua 

Baker 

Bay 

Bradford 
Brevard 

103,163,284 
15.339,313 
95.670.801 
15.048,449 

238.531,013 

30,321,542,893 

28.336,381.026 
2.638,353,089 
97.412.638.258 

30,424,706,177 
1  047  76Q  806 

28,432,051,827 
2,653,401,538 

97,651,169,270 

Broward 

Calhoun 

Charlotte 

Citrus 

Clav 

899.384,860 
7.271,792 
59.286.480 
50,719,874 
89.541.204 

381,233,161,308 

43.469,135,624 
30,608,237,091 
21.360,951.815 

382,132,546,168 
1  "^04  065  024 
43,528,422,104 
30,658,956,965 
21,450,493,020 

Collier 

Columbia 

Dade 

DeSoto 

Dixie 

115,307,322 
31,178,859 
1,448.383,402 
17,135,048 
7.980.660 

110,072,021,812 

511,882,580,000 
4,119,842,885 
1.256,190,553 

110,187,329,134 
S  8S1  043  744 

513,330,963,402 
4,136,977,933 
1.264,171,212 

Duval 

Escambia 

Flagler 

Franklin 

Gadsden 

446,235,379 
165,765,014 

24,370,511 
5,316,579 

28.163.023 

148,899,540,219 

Ar\  o'^c  OT")  inn 
40,836,0/2,3/  / 

15,171,164,577 

3,482,432,277 

3,881,399.048 

149,345,775,599 
Ai  nno  (yXi  "Kcn 

15,195,535,088 
3,487,748,856 
3,909,562,071 

Gilchrist 

Glades 

Gulf 

Hamilton 

Hardee 

8,804,423 
3,864.296 
7.900,126  . 
7,967,941 
17.772.537 

1,440,323,607 

zAn  ^\A^ 
2.229,54 /,041 

3,838,035,195 

2,964,150,085 

5.308.228,200 

1,449,128,029 

■  :^  3.845,935,321 
-  2,972,118,026 
5,326,000,737 

Hendn.' 

Hernando 

Highlands 

Hillsborough 

Holmes 

25,573,118 

40.062,086 
573,175,300 
12.226,653 

7,753,969,118 

Tl  ^  1  O  9AA 

Zj,j  I  U,o4'+,D'+ 1 

15,579,710,602 
183,507,874,176 
1,406,198,358 

7,779,542,236 

71  Sfi4  401  161 

15,619,772,688 
184,081,049,477 
1.418,425,011 

IndianRiver 

Jackson 

Jefferson 

Lafayette 

Lake 

52,145,665 
29.855.28/ 
7,663,531 
3,433,118 
92.420,973 

38,461,158,825 

A  TCA  I^A  K^d 

1,659,656,783 
777,930,895 
35,414,876,353 

38,513,304,491 

't,ZoO,ZZU,UJ  1 

1,667,320,313 
781,364,013 
35.507,297,326 

Lee 

Leon 

Levy 

Liberty 

Madison 

205,416,139 
127,864,701 

20,081,321 
4,179,419 

11.659.530 

142,753,750,130 
41,131,306,482 
5,318,364,496 
769,470,066 
1,818,525,075 

142,959,166,269 

A^  ICO  ITI  101 

5,338,445,817 
773,649,485 
1,830,184,606 

Manatee 

Marion 

Martin 

Monroe 

Nassau 

126,159,753 
125,396,292 
59,162,575 
38.288,861 
34.053.262 

64,709,966,612 
39,004,743,853 
57,798,021,297 
37,172,505,448 
13,363,575,700 

64.836,126,365 
39,130,140,145 
57,857,183,873 
37,210,794,309 
13,397,628,961 
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Table  B-2—continued 


State  Foundation      Required  Local  Effort        Total  Foundation 


District  Name 

Revenue 

Revenue 

Revenue 

Okaloosa 

Okeechobee 

Orange 

Osceola 

PalmBeach 

102.088,351 
23.425,485 

'+0/.0  J  J,n  1 0 

100.597,476 
550.020,542 

32,019,015,086 
5,674,281,166 

Odd  dA'i.  480  0'^'^ 

39,560,906,251 
377.708,905,901 

32,121,103,437 
5,697,706,651 
940  Q96  334  350 

39,661,503,728 
378.258,926,443 

Pasco 

Pinellas 

rOlK 

Putnam 

St.Johns 

159.080,061 
434,812,703 

zOo.l  /J,J7J 

44J  19,236 
63.625,272 

49.201,276,128 
208,775,363,461 

8'^  f>f\H  rtf>0  940 

13,583,380.019 
32,332,338,570 

49,360,356,190 
209,210,176,164 
8S  876  937  836 

0J,0  /  U,^  J  /,OJU 

13,627,499,255 
32,395,963.842 

St.Lucie 
SantaRosa 
Sarasota 
Seminole 

Si  imtf*r 

98.372.715 
68.662,612 

1  J0.004.00Z 

194.998.940 
19  622  1 13 

49,471,882,536 
19,734,492,234 

1  1  7  AOS  ^nO  AQT 

77,259,184,396 
4  353  174  808 

49,570,255,251 
19,803,154,846 

1  1  7  7^^7  1  <^7 

1  1  /,/D/,lD  /  ,JJJ 

77,454,183,336 
4  372  796  921 

Suwannee 

Taylor 

Union 

Volusia 

Wakulla 

19.381,303 
13.690,560 
7.854,213 
207.273,091 
15,764,024 

3,799,425,885 
4,105,623,995 
710,337,357 
88,930,582,386 
2,176,220,611 

3,818,807,188 
4,119,314,555 
718,191,570 
89,137,855,477 
2,191,984,635 

Walton 
Washington 

17.474,165 
13.281.629 

13.607,888,722 
2.501,172.824 

13,625,362,887 
2,514,454,453 
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